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We’d have no wood at 


if it weren’t for decay 


DECAY Causes millions of dollars worth of 
damage each vear . . . in your fence posts, 
in your porch, in many parts of your 
house, in your factory and in dozens of 
other places in industry. 

Yet, without the work of the wood- 
rotting fungi called mycelium, we would 
have no wood at all. Read what Harry 
D. Tiemann, senior wood physicist at the 
U. S. Forest Products Laboratories, says 
on this subject: 

“Think what a forest might be like if 
wood did not decav. As trees were blown 
down by wind and felled by ice-storms 
and fire, such an accumulation of jack- 
straws would occur in a few years as to 
make the forests impassable. * * * * Fire 


would no doubt enter periodically to re- 
duce the whole thing to ashes, which 
would soon exterminate the forest com- 
pletely.”’ 

So, decay is all right in the right place. 
The problem is how to control it when 
it gets into the wrong places. In spite of 
the great susceptibility of wood to decay, 
effective controls are very simple and 
almost infallible. Mvcelium needs three 
things... moisture, air and food. If you 
cut off any one of them, you stop decay 
and wood will last almost indefinitely. 
Most wood-protecting agents . . . such 
as paints... attempt to cut off the mois- 
ture. But pressure treatments with creo- 
sote or other chemicals do their work by 








all... 


a totally different method . . . they poison 
the food supply of the mycelium ani 
starve them. 

Koppers operates 21 plants in which 
wood is pressure treated to make it a long: 
lasting, practically permanent construc 
tion material. Send for the booklet 
‘Economical and Permanent Construc 
tion with Pressure-Treated Wood.’’- 
Koppers Company, Inc., Koppers Build- 
ing, Pittsburgh 19, Pa. 


KOPPE 


THE INDUSTRY THAT SERVES ALL INDUSTRY 
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Spotting next year's troubles 


A typical example of B. F. Goodrich development in tires 


T LEAST 93 different factors affect 
tire life and should be checked 
regularly if maximum tire service is 
to be obtained. Because all these 
checks are not made, 9 out of 10 truck 
tires fail to give full mileage. Such 
things as brake adjustment, placement 
of load on the truck, spacing of dual 
tires, and condition of the truck itself 
all affect tire life. 
_ To help truck owners get full serv- 
ice from their tires B.F. Goodrich 
yeats ago organized a practical pro- 
gram under which factory-trained men 
take over the complete supervision of 
tire maintenance for truck fleet oper- 
ators. These mer check everything that 


might affect tire life. They train your 
men to spot delays before they happen. 
They show you how to get your 
money’s worth — and more — out of 
every casing and tube you buy. 

Hundreds of fleets, including many 
of the country’s largest operators, now 
use this plan. 

A freight hauler who operates 217 
units on 1152 rolling wheels says, 
“Your tire maintenance program... 
has enabled us to reduce our tire costs 
by approximately $2000 per month.” 
Another writes: “We have been using 
the B.F.Goodrich program for one 
and a half years and during this time 
Our tire costs per mile have constantly 





decreased.” And another: “We have 
never experienced any delay in the 
operation of the 67 units in our fleet 
traceable to tire failure.” 

You can cut your tire costs with 
this proven maintenance program — 
a result of the B. F. Goodrich plan of 
continuing research for better tire per- 
formance. 

For full information write Fleet 
Tire Maintenance Dept, The B.F. 
Goodrich Company, Akron, Ohio. 


Tuck Ties 
B. F. Goodrich 














Price controls. The Price Decontrol 
Board ordered price controls back on live- 
stock and meats, soybeans and cottonseed 
products. It also exempted from price con- 
trol all dairy products and all grains except 
flaxseed and grain feeds containing flaxseed. 

Dairy products. Chairman Roy L. 
Thompson warned the dairy industry, how- 
ever, that price controls will be clamped 
back on milk and dairy products as they 
were on meat, if prices go up unreasonably. 

Subsidies. The Board also re-established 
subsidies for livestock, but provided that, 
“on or before Jan. 10, 1947, the subsidy for 
the remaining period (until April 1) shall 
be reduced one half.” 


Lobbyists. The three forms to be filed 
by lobbyists with the Clerk of the House 
of Representatives under the new Lobby- 
ing Act now are available. Form B, which 
should be filed immediately in duplicate, is 
to be executed under oath by those en- 
gaged in lobbying for pay or hire. Form C, 
which must be filed between October 1 and 
10, is the quarterly report required, under 
oath, of all such persons, and accounts for 
all money received and expended in lobby- 
ing operations. Form A, also to be entered 
between October 1 and 10, is to be filed by 
the employer of the lobbyist involved and 
should cover receipts and disbursements 
during the preceding quarter. 


Army-Navy. Developments in the armed 
forces during the week were: 
Demobilization of all reservists and 
draftees was completed by the Navy. Only 
Navy personnel on active duty now are 
reservists who have signed up for a longer 
enlistment, and men of the Regular Navy. 
The Marine Corps, meanwhile, lowered 
its requirement for discharge of reservists 
and draftees to 12 months’ active duty. 
Enlistment in the Army was expected to 
exceed 35,000 volunteers in August, for a 
total enlistment since war’s end of 900,000 
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men. In the Navy, enlistments now are 
exceeding the Navy’s recruiting require- 
ments, with a waiting list of men desiring 
to volunteer for active duty. 


Surplus real property. War Assets Ad- 
ministration announced that transfer of 53 
surplus real properties for health and edu- 
cational purposes has been halted, pending 
the outcome of current hearings on real- 
property disposal being held by the con- 
gressional committee investigating the pro- 
gram. The stop order affects gifts of real 
estate to schools and hospitals involving 
18 gifts of land and buildings and 35 
leases with token rentals. 


Shipping. Enforcement of wartime con- 
trols over foreign ships in U.S. ports was 
restored by the Coast Guard. No foreign 
ship now is permitted to dock anywhere 
without previous notice to, and permission 
of, the captain of the port. Once berthed, 
the vessels are not permitted to move with- 
out new permission. 


Temporary housing. The CPA granted 
priorities assistance to manufacturers pro- 
ducing trailers for not more than $2,500. 
The action was taken to boost production 
of trailers for veterans’ temporary housing 


in shortage areas. 


NLRB election. Both the AFL and the 
CIO received at least a temporary setback 
in their efforts to organize workers in three 
atom-bomb plants at Oak Ridge, Tenn. 
Neither union received a majority of votes. 
As a result, another election will be held 
by the National Labor Relations Board to 
decide the issue of worker representation 
in future collective bargaining. The AFL 
led CIO in the voting in all three plants. 
In the runoff election, the workers in two 
plants will choose between the AFL and 
CIO. and m the other the choice will be 
the AFL or no union. 
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“How does what we are doing 
compare with what we could do ?” 


A department head in a large organization was asked if he 
could reduce costs. He answered: “If you ask whether we 
are doing the best we can with what we have, the answer 
is Yes’. If you ask whether we are doing the best we could, 
the answer is ‘No’.”’ Given certain equipment that he needed, 
this man knew that he could reduce costs, increase efficiency, 
get more information, improve overall results. 

Many a man, responsible for accounting procedure is in 
that same position. With the right equipment he could 
reduce costs considerably . . . for example, the same type 
of National figure-control machines that permitted one 
medium-sized manufacturer to get his payroll out 9 days 
earlier, and much more economically. Or let him have a 
complete report of yesterday's production on his desk on 
time each day. And saved him over $40,000 on his yearly 
accounting costs. All this, and a lot more, might be yours 
.. if you had the right National figure-control equipment! 

For manufacturers, banks, hotels, retailers, transporta- 
tion companies, and many others, National Accounting 
Machines have opened the way to important savings and 





greatly improved overall results. They tighten up account- 
ing operations and handle the work with a minimum of 
error and a maximum of efficiency. 

And, in the field of retailing, from the smallest to the 
largest store, National Cash Registers are the accepted means 
of recording transactions and controlling operations. 

Let a National representative examine your needs and 
make recommendations without obligation to you. The 
National Cash Register Company, Dayton 9, Ohio. Offices 
in principal cities. 





Making business easier for 
the American businessman 








The kid with a four-leaf clover 


He’s one of one million, seven hundred 
thousand 4-H members—junior citizens 
with a job to do, a will to learn, and an 
answer for that old question, “What’s 
the younger generation coming to?” 
They could tell you about the boy — 
with a single calf as a start — who built 
a flourishing dairy business and a 
$20,000 stake by the time he reached 
eighteen. Or the girl who sewed 24] 
garments while she “grew up”! 


Behind such youngsters is a four- 
leaf clover symbol which signifies head, 
heart, hands, health. It’s the emblem 
of the 4-H Club, and to young folks on 
farms everywhere, it brings something 
far more than luck. It brings them 
equipment for living. 


They set their own goals —be it 
home decoration or higher milk pro- 
duction — and discover the thrill of 
bettering them. Under the guidance of 
local club leaders and county extension 
agents, they keep records of costs, 
labor, results. They compare notes at 
meetings — share ideas, show others. 


But the real value of 4-H Club work 
is not to be reckoned in immediate re- 
sults. It lies in the development of new 
leaders for the nation’s future. We at 
National Dairy are proud to salute 
those who choose dairying as a life’s 
endeavor, especially now when greater 
milk production is a challenging need. 
Here is opportunity for Youth in towns 
and cities, too. 


Dedicated to the wider use and better 
understanding of dairy products as 
human food ... as a base for the de- 
velopment of new products and ma- 
terials . . . as a source of health and 
enduring progress on the farms and 
in the towns and cities of America. 








NATIONAL DAIRY 


PRODUCTS CORPORATION 
AND AFFILIATED COMPANIES 
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Newseralin 
War scares will recur as Russia keeps testing out U.S. 
War itself still is 5, 10, 15 or more years ahead. 
Warlike moves, however, will keep the world from settling down. 
Warfare in propaganda, in diplomacy, in ideas is part of the technique of the 
Russians. Fighting war is not now in Russia's calculations. 
A_warlike attitude is maintained by Russia toward the West. 








Peace, of a kind, seems sure for 5 years, probable for 10, possible for 20. 

A type of peace will prevail at least until Russia gets the atomic bomb. 

Preventive war by U.S., before that, seems highly improbable. 

Peace after Russia gets the bomb will be more uncertain. 

Atomic-bomb production should be well under way in Russia in 5 years. 

Big unanswered question is whether a basis for co-operation between U.S. 
and Russia can be worked out in that time. The way things are going, it seems that 
the world is too small for both U.S. and Russia, operating as they appear to be 
determined to operate. Unless trends are reversed, a showdown between these two 


world powers seems almost sure to occur at some point. 











The Russian goal, obviously, is a communist world. 

Russian policies are policies of expansion, of communist imperialism. 

The Russian method is that of peaceful penetration, if possible, that of 
penetration and eventual control of communist parties in all lands, utilizing 
all of the machinery of elections or of revolution to gain ends. 

Russia will use direct military force sparingly. 











Dardanelles will be the next testing point in U.S.-Russian relations. 

Iran was the first test, and it ended indecisively. 

Trieste was the nexc test, and it ended at first in a compromise. 

Shooting down of U.S. aircraft by YugosSlavs was the latest test, growing 
from the Trieste compromise, and it appears to be ending in a decision for U.S. 

Peiping, or some spot in China, may provide a test before long. 

U.S. policy defintely is to do no more backing up, to force Russia to show 
her hand clearly, to bring a full testing of the United Nations machinery. Rus-= 
sian policy is to keep pushing out in search of weak spots, to get while the get= 


ting is good, to give up nothing once gotten. 








Net result of the growing division between East and West is thiss 

Two worlds clearly are being built. One-world idea is on ice. 

U.S.-Britain are actively recruiting for their world; are out to sign up 
those who want to go along with U.S.-British ideas of how the world should be run 
politically and economically. Small nations get a voice. 

Russia is tightening the hold on nations she controls; is fitting machinery 
of those nations into the economic and political machinery of Russia. This is 
more nearly a planned operation, a planned type of integrated economy. 

Barriers between these two worlds are growing higher. 

Rising barriers, however, are due to Russian attitudes and actions, not to 
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NEWSGRAM--TOMORROW-~- (Continued) 


U.S.-British wishes. Russia is not joining world economic organizations. She is 
tightening exchange controls, travel controls, trade controls. 


In the process of choosing sides, now under way...e. 

Sweden is trying to work it both ways, to keep out of the line of fire. 

France is on the Western side, but seeking a middleman's role, too. 

Belgium and Holland definitely are lined up with the West. So is Spain. 

Western Germany almost surely will have its industry revived if present 
trends continue, in order to try to gain a recruit for the West. Italy, too. 

Japan will get a chance to revive, likewise, as things are going. 

Turkey is in the middle right now, being fought over diplomatically. 

Argentina is to be welcomed back into the Western fold before long. 

The Western line-up is impressive, except for the fact that the military ap- 
praisers of the strategic situation conclude that Russia, if she so desired, 
could overrun Western Europe within 3 or 4 months, and all of the vast land area 
surrounding Russia within one year. England would be neutralized. 








Three things deter Russia from realizing on her opportunity: 

1. Desire to recover at home so internal discontent can be avoided. 

2. Knowledge that people conquered are difficult to rule, but those won 
over by the slower method of proselyting become more stable allies of the future. 

3. Fear of the atomic bomb, which Russia still lacks. 

You get the story of this developing situation on pages 14 and 16. 





At home, things are slow to straighten out, although there are some gains. 

Meat is to become acutely scarce again, with price control restored. 

Black markets will revive quickly, despite OPA gestures. 

Bread will be abundant, along with grains. Restrictions are to be relaxed on 
use of grain for most purposes on September l. 

Milk, butter, ice cream will be adequate, although it may be a year before 
people can get aged cheese again. It paid before to sell cheese without aging. 

Sugar should begin to return to stores in quantity before many weeks. 

The food situation for U.S. is quite good, except that prices are high in re- 
lation to many other things. Prices promise to remain high. 








Price trend generally continues to be strongly upward. 

Price rises gradually will compensate for wage rises and for inefficiency 
in production; will probably move up another 10 per cent at least. 

Rents, at some point, maybe in second half, 1948, or early 1949, are going 
to need to move up sharply, too. Rent ceilings eventually will check building. 

Building costs, rising, are to face resistance sometime next year. 











Production, however, is humming along now. 

Textiles of all kinds soon should be abundant. 

Shoes may become scarcer owing to leather shortage. 

Household equipment from furniture to refrigerators, will be available in 
quite large volume in time for the Christmas trade, if not sooner. 

Automobiles are the slowest to appear in volume. They, and new houses. 

Strikes are not likely to shut down big U.S. industries again in 1946. Re- 
sult is that many goods can be made and inventories replenished somewhat before 
there is a new labor-management test in 1947. A chance exists that labor, with no 
power now to hold down prices if wages go up, may be willing to accept 1947 set- 
tlements on the basis of negotiation, not of big new strikes. 











Political trend still seems to be veering in a Repulican direction. 
Republican chance to take the House seems a little better than 50-50. 


See also pages 11, 18, 21, 40, 55. 
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Gasoline takes doctors on their heal- 
ing rounds... brings visiting nurses 
to the bedsides of the sick ...trans- 
ports patients, medicines and equip- 
ment to hospitals . . . enables travel- 
ing clinics to serve remote hamlets 
with the finest of medical care. 






































The nation keeps healthy on gasoline 


eg medical knowledge and skill can be put to 
work, the distance that separates doctor and 
patient, home and hospital, must be bridged. Over 
the years automotive transportation has progressively 
shortened this distance. Better fuels and better en- 
gines have helped the nation benefit more widely 
from the great advances that have been made in 
medical science. 

Gasoline costs less today than it did twenty years 
ago. Yet, by developing new refining methods and 
using antiknock fluid made by Ethyl, oil refiners 
have been able to improve its quality time and time 
again. And each improvement in gasoline quality has 
made possible the development of more powerful, 
more efficient engines that provide better and more 
economical transportation for everyone. 

As in the past, progress in automotive transpor- 
tation still depends largely on how well engines, fuels 


and lubricants can be improved in relation to each 
other. That is why the engineers in Ethyl’s research 
laboratories work in close cooperation both with re- 
finers who use our product and with automotive 
men who are engaged in designing engines to utilize 
the extra power available in better gasoline. 
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More power from every gallon 


of gasoline through 


ETHYL 


Research + Service + Products 
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@ Watermarks are letterhead paper trade 
marks. To see a watermark distinctly, hold it 
to the light. It should reveal what the paper 
is made from... the finest papers are made 
from cotton fibres. Further, the watermark 
should reveal the exact cotton fibre content 
... the more cotton fibre, the better the paper. 
Finally, it should reveal who makes it. 
like Fox River — makers of fine cotton fibre 
Papers since 1883. 

@ Ask your printer, lithographer or engraver 
about Fox River papers. He'll be glad to 
recommend the paper with the correct cotton 
fibre content for each business need. 


BOND, LEDGER AND ONION SKIN PAPERS 
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414-H2 S. Appleton Street © Appleton, Wisconsin 
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What you as a businessman CAN and CANNOT do 
as a result of federal court and administrative decisions: 


YOU CANNOT expect to get an excess- 
profits tax refund unless you establish 
clearly the essential elements involved in 
your claim. In setting up procedure’ for 
considering cases under Section 722 of the 
Internal Revenue Code, the new Ex- 
cess Profits Tax Council makes clear that 
the mere filing of claims does not shift 
to the Government the burden of estab- 
lishing these essential points. 


* * * 


YOU CAN sometimes get an excess- 
profits tax refund, however, when your 
business has changed from that of an 
intrastate to an interstate character. The 
U.S. Tax Court grants relief under Sec- 
tion 722 to one such taxpayer, which also 
established that its average base-period net 
income did not reflect the normal opera- 
tion for the entire base period of the 
business. 


* * * 


YOU CAN expect to pay higher prices 
for certain building materials and equip- 
ment. Manufacturers of enameled cast- 
iron plumbing fixtures are allowed by the 
OPA to raise their ceiling prices 10 per 
cent, with retailers passing on their per- 


centage increases in costs. The OPA also. 


raises retail price ceilings for stock mill- 
work, Douglas-fir doors, stock screen doors 
and other screen goods. 


* * * 


YOU CAN perhaps obtain draft defer- 
ment for your key workers under new 
Selective Service rules. The Civilian Pro- 
duction Administration, which will be the 
forwarding agency for deferment requests, 
points ovt that the way will be open for 
occupational deferment of qualified and 
irreplaceable production workers in in- 
dustries on CPA’s critical materials and 
products, list. Deferment also will be 
possible for some supervisory, technical 
and scientific employes whose induction 


might retard production in essential 
industries. 


* *+ 


YOU CANNOT, as a subcontractor, 
count on carrying forward to a new con- 
tract your costs under a canceled contract. 
The Appeal Board of the Office of Con- 
tract Settlement upholds the War Depart- 
ment in refusing to permit a subcontrac- 
tor to carry forward such costs to new 
contracts that later were canceled, even 


though Army representatives orally ap. 
proved the carry-forward. 


YOU -CAN, as a retail dealer in house. 
hold mechanical refrigerators, add 6 per 
cent to your ceiling prices. OPA authorized 
the higher prices to offset a new increase 
of 34% per cent granted to manufacturers 
plus an earlier increase of 21% per cent. 

* * * 

YOU CAN place a bid with the U.S 
Maritime Commission for purchase 9 
cargo vessels. The agency is offering 5j 
surplus cargo carriers for sale; bids to be 
opened September 13. 


* * * 


YOU CANNOT make an unauthorized 
cut in the wages of your employes with 
out running the risk of being disallowed 
an income tax deduction as a penalty. In 
its first ruling in such a case, the Wage 
Stabilization Board directs that the In. 
ternal Revenue Bureau disallow $6,000 as 
a deduction for operating expenses of a 
firm that made unauthorized wage deduce 
tions. 


* + & 


YOU CAN buy surplus Government. 
owned machinery for use as scrap. Gov- 
ernment agencies are authorized by the 
War Assets Administration to dispose of, 
for scrap or salvage, any surplus ma 
chinery for which there is no market in 
its present form. 


* * & 


YOU CAN use a simplified procedure in 
figuring ceiling prices for export goods 
Under its revised export price regulation, 
OPA allows exporters to use mark-ups 
based on their individual pricing exper- 
ence. Specific formulas are provided for de 
termining export ceiling prices on iro1, 
steel, lumber, coal, textiles and other items, 


YOU CANNOT, as a landlord, safely 
continue to charge over-ceiling rents if 
you raised your rates during the period 
when OPA was not operating. OPA says 
that provisions of such leases conflicting 
with its regulations were voided whe 
OPA resumed operations on July 26. And 
landlords who collect above-ceiling rents 
are subject to suit for three times the 
amount of the overcharge. 





Conclusions expressed in these paragraphs are based upon decisions and rulings df 
courts and Government bureaus. In making their decisions, courts and bureaus considet 
many facts which, for reasons of space, cannot be set forth in detail. Tae Unirep Stats 
News, on written request, will refer interested readers to sources of this basic materia. 
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“Just this much... you’d be using a 
whip instead of an accelerator if it 
hadn’t been for research.” 


“I'd call that ‘progress, Mister ...not 
research.” 


“Same thing. Look... you’ve been 
driving this taxi in the toughest traffic 
in the world, for five years, and it’s 
still going strong. Do you think the 
old-time cabs could have taken such a 
beating?” 

“No Sir! They sure build these babies 
good, all right. But where’s the ‘re- 
search’ come in?” 

“Well, they didn’t get good all by 
themselves. Some pretty deep thinking 
and plenty of experimenting had to 














“Research? 
... What's that got to do 
with drivin’ a Cab?” 





be done to make them good. For in- 
stance, as they increased the power and 
speed, they found that ordinary metals 
couldn’t take it...so new alloys had 
to be developed.” 


“Yeah, come to think of it...with 
more power under the hood, you need 
tougher metals.” 


“Right! That’s why they took metals 
and alloyed them with Nickel . . . to 
give you a more rugged transmission 
and drive shaft, stronger steering 
knuckles, long-wearing brake-drums 
...and ascore of other improved parts. 
All more dependable because they’re 
made from better metals... strong, 
tough Nickel Alloys. So you see re- 


THE INTERNATIONAL NICKEL COMPANY, INC. 


© 1946, T. 1. N. Co. 


Neu York 5, N.Y. 


search has made Nickel your friend .. . 
Your Unseen Friend.” 


“ ‘Friend is right, Mister ... this hack 
is always on the go.” 


“And so is research... it never 
stops. They’re working today ... and 
every day ... to give you an even better 
car tomorrow.” 


* * * 


In the car you ride, and in countless 
other ways, Nickel and Nickel research 
are serving you. From the Nickel in 
your watch to the Nickel in your gleam- 
ing metal sink... this versatile metal 
is Your Unseen Friend. It’s as much 
a part of your daily life as the five-cent 
piece in your pocket, 
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... Your Unseen Friend 








press 


- AUG 

















Tia 


VOLUME XXI—No. 9 


@ United States News 


WASHINGTON, D. C. 





She National Week «+ 


Reg. U.S. Pat, Off. 


BUYING TRENDS IN THE U.S-.: 
SEARCH FOR DURABLE GOODS 


Prospect That Spending Will Stay at High Level Well Into 1947 


Savings, credit and income 
as basis for sales of autos, 
houses and other products 


People want and still plan to buy in 
1946 far more than they will be able to 
buy in the way of houses and automobiles 
and other durable goods. 

U.S. families are prepared to draw on 
their savings. as well as to borrow, to 
satisfy accumulated wants. They intend, 
too, to spend a larger proportion of cur- 
rent income and to save a smaller pro- 
portion than during war years. 

Yet most people would like to save 
more than they are saving. They feel that 
saving is even more important now, when 
there is less security, than during war, 
when jobs seemed more secure. Nearly 80 
per cent of those owning war bonds in- 
tend to hold on to them, to cash them only 
in case of emergency. But, on the other 
side of the picture, there are millions of 
people whose desire .to buy is stronger 
than the desire to save. 

This represents broad attitudes and in- 
tentions disclosed in a sampling of 46, 
000,000 spending units, largely family 
units. It was a nation-wide sampling taken 
five months ago by the Bureau of Agricul- 
tural Economics, working in co-operation 
with the Federal Reserve Board. Results 
are given in the third and last of a series of 
studies of income and savings. This one is 
entitled “Prospective Spending and Sav- 
ing.” Full text of the three studies can be 
found on pages 55-70. 

From this final part of the studies, based 
on carefully selected samplings, a measure 
can be drawn with some accuracy of the 
uses to be made of wartime savings and 
the extent to which people intend to spend 
these savings on goods that were not avail- 
able during war years. These have been 
two of the big postwar mysteries. 

People, generally speaking, intend to use 
their liquid assets carefully. Of $81,000,- 
000,000 in liquid assets covered by the 
survey—counting war bonds, checking ac- 
counts -and savings accounts—the ex- 
pressed intent was to draw on these assets 
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to the extent of only $5.000.000,000 to 
£7 000,000,000. To pay for the other $18,- 
(:00,000.000 to $20,000,000,000 that people 
want to spend for houses, cars and other 
wanted goods, they plan to draw on cur- 
rent income or borrow or both. 

Goods, however. have not been avail- 
able in the quantities wanted and ex- 
pected, and will not be during 1546. 
Therefore, it is presumed that these spend- 
ing plans will carry over in important 
measure to 1947. 

Wartime savings, on the basis of peo- 
ple’s expressed intentions, are not to be 
squandered. This is borne out by the 
distribution of these savings. The $81.- 
000,000,000 of liquid assets is held in large 
proportion—63 per cent—by persons with 
current incomes of $3,000 a year or more, 
and present savings are even more heavily 
concentrated in this group. This is the 
group least likely to be forced, by rising 


om 


—Acme 
CONSUMERS’ DESIRE 
«.. Statistics didn’t indicate sprees 


prices, to dip into savings to meet day-to- 
day living expenses. 

But, at all income levels, most people 
value their savings. Of those who own war 
bonds, 78 per cent expressed a definite in- 
tention to hold them to maturity. An- 
other 11 per cent were uncertain, leaving 
enly 11 per cent with plans to cash them. 
Of those with savings accounts, half said 
they did not intend to draw on these 
accounts, and 16 per cent were uncertain. 
Of those with checking accounts, 59 per 
cent said they did not intend to lower 
their balances in those accounts, and 14 
per cent were uncertain. 

Security, not a spending spree, thus is 
sought by most families owning the liquid 
assets covered by the survey. Of these, 58 
per cent said they intended to hold on to 
their savings for retirement or for emer- 
gencies such as periods of unemployment. 

This figure and others on the reasons 
people gave for saving have been adjusted 
to allow for duplication. 

investment of one kind or another is the 
main reason that 17 per cent have for 
saving. These investments, mainly home 
buying, are not necessarily planned for 
1946. 

Children’s future was the purpose given 
by 12 per cent of savers. Two out of three 
of these said they intended to use their 
assets to educate their children. Various 
other purposes were given by the remaining 
third, notably to set the children up in 
business. 

Paying debts and miscellaneous pur- 
poses accounted for 6 per cent of savers. 

This adds up to 93 per cent of the 
families covered by the survey, or about 
42,780,000, whose liquid assets are ear- 
marked, on the basis of their own state- 
ments, for things other than buying con- 
sumer goods such as automobiles, re- 
frigerators, furniture, radios and washing 
machines. This does not mean that buying 
of these goods is to slacken. What it does 
mean is that most people will buy out of 
current income or on credit, not out: of 
wartime savings. 

Buying consumer goods is the purpose 
for which only 7 per cent, or 3,220,000 
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spending units, said they were saving. As 
things are turning out, the number who 
will carry out their intentions to spend 
wartime savings on durable goods may be 
somewhat less than the sampling indicates, 
This is because living costs have increased 
faster than people expected at the time 
the poll was taken. Thus, many families 
whose earnings don’t keep up with price 
rises may have to tap their wartime savings 
to pay for food and shelter and other 
necessities. 

Spending attitudes thus become an 
important factor in sizing up the market 
for postwar goods. The whole picture is 
not by any means on the side of fru- 
gality. Whereas relatively few intend to 
use wartime savings tu buy goods, the sur- 
vey shows that many millions are in the 
market this year for cars, houses and 
other things, and want to finance their 
buying by other means 

Durable goods of all kinds---cars, re. 
frigerators, furniture and other things— 
are wanted in 1946 by a minimum of 
13,500,000 families and a maximum of 
19,100,000, assuming families hold to the 
buying plans they started early this year, 

Homes, old or new, are wanted in 1946, 
according to the survey findings, by at 
least 2,600,000, maybe as many as 3,400, 
000. 

All told, the survey found, U S. fami- 
lies would like to buy $20,200,000,000 to 
$27.900.000,000 worth of durable goods 
and houses this year. This is a demand of 
boom proportions 

Credit figures heavily m the buying 
plans of U.S families in the period ahead. 
People who intend to buy durable goods 
told the Government poll takers that they 
planned to use liquid assets to pay about 
25 per cent of the cost, to pay 50 per 
cent out of current income, and to finance 
the rest on installments or some other form 
of consumer credit. Those who want to 
buy homes this vear said they intended 
to borrow more than half the cost and 
spend liquid assets for about 25 per cent, 
leaving Jess than 25 per cent to be paid 
out of current earnings. 

Savings in 1946 are to be smaller than 
savings in 1945. Among people who saved 
as much as $500 in 1945---and these ac- 
counted for 90 per cent of the savings 
found by the survey---only about one 
sixth expected to save more in 1946 than 
in 1945. 

To put it another way: Of people keep- 
ing family budgets, 34 per cent said they 
intended to spend in 1946 at the expense 
of saving, while only 9 per cent said they 
would save at the expense of spending. 
Another 33 per cent said they would sacri- 
fice neither, 3 per cent said they would 
sacrifice beth, and 21 per cent said they 
did not know which they would sacrifice. 

What people want fo buy. As it turns 
out, the demand for goods is running far 
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ahead of the supply in prospect for 1946. 
4nd, unless a large proportion of people 
yho want to buy are priced out of the 
market, demand might well exceed supply 
in 1947. This is because a large proportion 
of the demand shown in the survey can 
be expected to carry over to 1947. And, by 
that time, there will be new demands to 
add, demands not shown by the samplings 
taken early in 1946. 

New cars are wanted this year by 
around 3,900,000 spending units. This ap- 
pears to be a conservative figure in view 
of the fact that 16,000,000 new cars or 
more would have been produced during 
the four war years if production had not 
been interrupted. 

But, even at 3,900,000, the demand for 
new cars this year is around twice the 
probable production. Therefore, much of 
the 1946 demand will have to go over to 
1947. Whether 1947 production can take 
care of this and the new demand that will 
develop by that time is problematical. 

Biggest market for new cars, according 
to the public’s buying plans, is in the 
81,000-to-$1,350 range. About 2,657,000 
people wanted cars in this price class. Only 
214,000 planned to spend less than $1,000. 
Cars ranging from $1,350 to $2,000 were 
wanted by 943,000, and 86,000 wanted cars 
to cost $2,000 or more. 

It remains to be seen how much this 
demand for cars is to be dampened by 
recent price rises. Even low-priced cars, 
counting freight charges and accessories, 
now get close to the maximum that most 
people want to spend. Thus, buyers have 
some refiguring to do. They have a choice 
of boosting the amount they have ear- 
marked for new cars, taking less expensive 
makes, or holding off until prices settle 
down. 

All told, people were prepared early this 
year to spend nearly $5,000,000,000 for 
new automobiles. Now, with the same 
number of cars and the same makes, that 
figure would need to be somewhat higher. 

Used cars are wanted by about 1,200,000 
people, not counting those who might buy 
but were undecided when the survey was 
taken. For these cars, buyers early this 
year were prepared to spend $600,000,000, 
or an average of about $500 per car. 

Other durable goods were sought by 
around 12,900,000 spending units. These 
people talked mainly of buying refriger- 
ators, furniture, radios and washing ma- 
chines, 

The largest number, 3,479,000, planned 
to spend $100 to $200 on goods of this 
kind in 1946. Those who planned to spend 
less than $100 totaled 2,754,000; those 
who planned to spend $200 to $300 totaled 
2,464,000; those who planned to spend 
$300 to $500 totaled 2,029,000; those who 
planned to spend $500 to $1,000 totaled 
1,449,000; those who planned to spend 
$1,000 to $2,000 totaled 580,000, and ex- 
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penditures of $2,000 and over were 
planned by 145,000. 

This adds up to a demand for more 
than $4,000,000,000 worth of these goods. 
Here, again, the outlook is for shortages 
of some goods, which might carry over 
to 1947. 

Houses, other than farmhouses, figured 
in the 1946 spending plans of about 3,200,- 
000 spending units. The supply of new 
houses this year will be only a small 
fraction of the demand, and the prospect 
now is that it will take years for the supply 
to catch up with demand. 

On the average, people expected to pay 
$5,000 for houses. On that basis, the public 
wants to spend something like $16,000,- 
000,000 for homes this year. 

Small houses, costing less than $1,000, 
were wanted by about 305,000 people. 
Houses to cost $1,000 to $2,000 were want- 
ed by 380,000 people; houses costing $2,000 
to $4,000 were wanted by 610,000 people; 
houses costing $4,000 to $6,000 were 
wanted by 724,000 people; houses cost- 
ing $6,000 to $8,000 were wanted by 
571,000 people; houses costing $8,000 to 
$10,000 were wanted by 343,000 people; 
and houses costing over $10,000 were 
wanted by 267,000 people. 

Here, perhaps more than in any other 
field, a big allowance must be made for 
those who are.to be priced out of the 
market. Prices have risen sharply, and 
are still rising. 

All these figures on 1946 desires to buy 
goods—automobiles, other durable goods 
and houses—have been adjusted to allow 
for some buying by people who had not 
made up their minds at the time the survey 
was taken. 

Conclusions of vital importance to the 
economy in the period ahead are to be 
drawn from the three parts of the study. 
These stand out: 

A boom can be supported for a long 
period by the demand for goods which the 
survey discloses. This boom, however, is 
to be underwritten largely by current 
income and credit buying, not by wartime 
savings. Liquid assets in the form of war 
bonds and bank accounts are concentrated 
in too few hands to support a prolonged 
demand for goods. Also, most people in- 
tend to hold savings for a rainy day in- 
stead of spending them on consumer goods. 

Savings are likely to concentrate more 
and more in the higher-income groups. 

Sharp price rises could quickly drive 
most U.S. families out of the market for 
everything except necessities. 

Steady markets are concentrated in the 
3,400,000 families with incomes of $5,000 
a year and more. That is only 7.4 per cent 
of the total. 

Masses of the people have little cushion 
against bad times and unemployment. In 
event of a bust, therefore, quick demands 
for Government relief would follow. 
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IF NEW FIGHTING STARTS— 
OUR POWER AND RUSSIA'S 


Ability of Soviet Armies to Overrun All Europe in 3 or 4 Months 


How American air, naval, 
land and industrial forces 
could be mobilized again 


If war should come at this time, or in the 
next few years, Russia would quickly win 
victories of staggering size by overrunning 
much of the world outside of the Western 
Hemisphere. The United States, almost 
alone, then would face the task of defeat- 
ing the Russians. That is how military 
men assess the outlook now. 

In the event of war, military apprais- 
ers expect that these things would happen: 

Germany and Austria would be overrun 
by a force of 3,000,000 or more Russians 
in a matter of weeks. The 350,000 Ameri- 
can troops and 315,000 British in that 
area would be annihilated or captured. 

France could be taken in a hurry. From 
France, adequate rocket bases would cover 
England. Russian rockets over Sweden now 
are taken as a warning to the British. 

Scandinavia, at one end of Europe, and 
Italy and Spain, at the other end, could be 
overrun within three or four months. 

The Middle East then would be gained 
by default. 

Coastal areas and interior areas of 
China could be taken within one year or 
less. In this process, the 23,000 U.S. Ma- 
rines in China would be overrun. 

These things are regarded as tempting 
prospects for Russian leaders who sit today 
with immense military forces, while other 
nations are disarmed or disarming. The 
prospect for vast conquests are far brighter 
than those that encouraged German lead- 
ers in 1939 or the Japanese leaders in 1941. 

War prospects. There is a sharp dif- 
ference of opinion, however, among in- 
formed officials concerning the Russian 
attitude toward this opportunity. 

One view is that the shooting down of 
American planes over Yugoslavia, the pres- 
sure on Turkey, the incidents in China, the 
haggling over peace terms, all are part of 
a Russian plan to precipitate early war. 
(See pages 16 and 50.) 

Another view is that the Russians are 
showing self-restraint in the face of oppor- 
tunity and, leading from strength, really 
are asking less from the rest of the world 
than they could take, because they desire 
to avoid war at this time. 

Russia’s position, however, is not so 
one sided, in the opinion of these military 
appraisers, as its chances on land suggest. 
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Atomic bombs are possessed by both 
the U.S. and Great Britain. Facilities to 
make these bombs are concentrated in this 
country out of range of any aircraft that 
Russia has now. 

Air forces are available in both the U.S. 
and Britain to carry these missiles and to 
attack any aggressive force in Europe. 
Some 1,943 U.S. aircraft, 40 per cent of 
them bombers, are stationed in Europe 
now, manned by 50,508 men. 

This U.S. air strength on the spot is 
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backed by a force of 14,225 effective first- 
line planes, of which 2,168 are very heavy 
bombers capable of carrying atomic missiles. 

U.S. naval strength, too, could be a 
potent factor in the Mediterranean trouble 
area, where it could be used as powerful 
artillery to blast coastal armies and as a 
mobile air base for naval dive bombers. 

In or approaching the Mediterranean 
now are 12 U.S. warships, including the 
giant 45,000-ton aircraft carrier Franklin 
D. Roosevelt.* 

U. S. war industry, finally, could be re- 
mobilized quickly and must be considered 
by Russia before she chances a possible 
World War III. Many critical war ma- 
terials, like munitions, bombs, aluminum 
and rubber, could be turned out in large 
quantities within a few weeks or months 





by reopening closed plants already owned 
by the Government. Aircraft production 
could be stepped up fast. Other industries, 
such as automobile plants which once 
turned out tanks, now are completely re- 
converted but could switch back into war 
production within a year. 

Shipping also could be made available 
quickly. Only crews are needed for most of 
the wartime ships now laid up as surplus. 
On the James River, for example, are 
anchored 700 surplus ships—enough to 
carry sizable reinforcements to Europe if 
they were needed. 

U.S. position. In case Russia should 
ignore these factors and war should break 
out again, these U.S. steps may be ex- 
pected: 

Occupation forces now in Europe, 350,- 
000 men including both combat and service 
troops, are in position to be rushed to 
strategic spots and rapidly organized into 
prearranged fighting units in an effort to 
stem a Soviet attack. 

Dependents. The 6,244 U.S. wives and 
children now in the European theater and 
535 in the Mediterranean, probably will be 
withdrawn at first signs of a real break. 

Air strength in Europe at this time could 
be thrown against an attacker, while nearly 
170,000 wartime pilots now demobilized 
could be called back from reserve to active 
duty and about 22,000 second-line planes 
readied for action. 

Army reserves can be called back into 
uniform immediately by presidential decree 
when trouble threatens. This includes vir- 
tually all wartime officers still fit for serv- 
ice and 476,000 enlisted reservists. 

Other veterans, released from the Army 
and Navy, then could be called back by an 
emergency session of Congress. Special 
legislation would be needed to authorize 
their return. Assignment to camps would 
be handled by local draft boards. 

The draft would be returned to its war- 
time status by Congress, probably taking 
all men 18 through 29 except those phy- 
sically exempt or deferred as technicians. 

War controls would be returned and 
tightened, industry would be remobilized, 
man power would be strictly allocated, the 
Government and city populations both 
might be decentralized in anticipation of 
an atomic attack, while production of 
atomic bombs and radio-controlled missiles 
would be given top priority. 

Even on a war footing, however, it 
would be difficult for this country to match 
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Russia’s strength in Europe. The Soviet 
Army is far larger than any the U.S. 
could raise. It would be entrenched in 
strategic spots on the Continent before 
sizable U. S. forces could attack. Moreover, 
it would be hard for U.S. air power to dis- 
lodge such a force, even with the atomic 
bomb: it would also be hard for Russia to 
reach and defeat this country without large 
naval forces or vast air strength. As a re- 
sult, prospects are that the war would be 
stalemated after initial Soviet successes. 

Soviet strength, both in diplomatic 
maneuvering and in potential power for 
war, lies in her vast amount of man power 
and the present organization of this man 
power along wartime lines. 

The Russian Army, still mobilized along 
tactical lines and ready for instant use, 
contains more than 7,000,000 veterans. 
Now about five times the size of the U.S. 
Army, it is maintaining this strength 
through a peacetime draft of 18-year-olds. 
Probably the bulk of this vast Army is in 
Eastern Europe, where trouble might 
break out. 

Supporting troops, totaling as many as 
1,500,000 men, are available to the Rus- 
sians in armies of satellite states such as 
Yugoslavia. 

A production army many times this size 
is maintaining Russia’s wartime munitions 
industry at high output now, 15 months 
after defeat of Germany. Aircraft produc- 
tion has reached a record level. Tanks, 
guns and bullets still are being produced. 
Munitions factories in the Russian zone of 
Germany are adding to this output. 

State control of man power, moreover, 
is far stronger in Russia than in this 
country or Britain. Workers are assigned to 
jobs in factories, on farms, or in the Army, 
and that is where they stay. Thus, a po- 
tential war effort is maintained in spite of 
the great need for making peacetime goods. 

Communists throughout Europe and 
elsewhere add more millions to those work- 
ing for Russia’s interests. They are used 
in Germany to spy on American and 
British forces, in the United States to 
collect data on this country’s war poten- 
tial, and in the Balkans and Middle East 
as “fifth column” agents. 

Incidents directed against American 
forces in Europe and in Asia serve to em- 
phasize this Russian strength and to test 
U.S. reaction to Soviet harassment. These 
incidents have been occurring regularly 
since war’s end and recently were climaxed 
in the shooting down of a U. S. Army trans- 
port plane and the forcing down of another 
within 10 days in Yugoslavia. 

Typical cases, occurring in various parts 
of the world, are these: 

In August, 1945, four Russian fighters 
shot down and set fire to an American B-29 
catrying medicine to Korea. 

In October, 1945, and again in Febru- 
ary, 1946, Soviet planes fired on U.S. 
planes near Port Arthur. 
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U. S. TROOPS IN TRIESTE 
... the tension comes where Russia has obvious designs 


In April, 1946, Russian planes on two 
occasions fired across the path of American 
planes landing at the U.S. airport in 
Vienna. 

In June, Soviet planes fired in “target 
practice” over this same airport. 

In July, an American soldier was killed 
and two were wounded in an attack from 
ambush near Trieste. Two weeks later, 
Communists attacked marines guarding a 
food and supply convoy on the way to 
Peiping; China, killing three marines. 

In August, two U.S. planes were downed 
by fire of pursuit aircraft and some of their 
passengers killed near the Yugoslav border. 
(See map on page 14.) And, again in China, 
Communists attacked U.S. marines guard- 
ing a coal train and derailed the train. 





These, and dozens of other incidents, 
are causing tension to mount now, par- 
ticularly in spots where Russia has obvious 
designs—including the Dardanelles, the 
Middle East, Manchuria and Germany. In 
Yugoslavia, the Government has offered to 
pay for damage to U.S. planes and crew, 
indicating that the motive for these inci- 
dents is harassment rather than war. 

Outlook at this point is for tension in 
Europe and the Middle East to continue as 
Russia takes steps short of war to gain her 
ends. If Russia wants to start World War 
III, little could be done to stop her from 
gobbling up Europe and most of Asia 
within a year or so. Much will depend on 
the stand taken by this country during the 
coming months. 
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RED TROOPS IN BERLIN 
... the Soviet forces are still mobilized along tactical lines 
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U.S. Stand on Dardanelles: 
High Stakes in Middle East 


Issues With Russia on Oil, Mediterranean Control, Strategic Bases 


Question whether U.S.S.R. 
will yield to a show of 
determination by America 


A threat of war is coming to the United 
States again from the Mediterranean and 
from the Middle East. An earlier threat, 
one that blew over, grew from Russian 
moves in Iran. 

This new danger, following the dispute 
with Yugoslavia, involves Russian pres- 
sure on Turkey and the Dardanelles. The 
stake, as U.S. officials see it, is control of 
the Eastern Mediterranean, access to the 
oil of the Middle East, a flanking position 
on India and China. The action of Yugo- 
slav pilots, in shooting down and forcing 
down American airplanes, is considered 
part of the war of nerves that is related to 
the big Middle Eastern stake. 

Twelve American warships, including 
the giant aircraft carrier Franklin D. 
Roosevelt, four cruisers and seven de- 
stroyers, are to cruise the Mediterranean 
in a display of this country’s attitude. The 
American 88th Division paraded in full 
array before Trieste. Admiral Mare Mitsch- 
er, acting commander in chief of the 
Atlantic Fleet, and Vice Admiral Forrest 
Sherman, Deputy Chief of Naval Opera- 
lions, are in Europe for purposes of ob- 
servation. Yugoslavs, who work closely 
with the Russians, were told off by Secre- 
tary of State James F. Byrnes. Russia now 
is informed that this country takes a direct 
interest in any changes in control of the 
Dardanelles. 

All of this reflects the newest of the post- 
war crises that have involved the former 
Allies, with Russia and U.S.-Britain on 
opposing sides. 

One showdown in the present crisis 
is coming in the Middle East. Russia, in 
that showdown, may seek to determine at 
what point there is steel on the other side 
of the U.S. diplomatic notes. The prevail- 
ing view is that Russia will stop shoving 
after, and not before, she is convinced that 
the next shove means contact with a 
bayonet. 

This situation directs attention to what 
is happening in the Middle East to make 
it a testing ground of the big powers. The 
map on these pages shows where the cur- 
rent developments are taking place. But 
how they relate to the over-all rivalry be- 
tween Russia and U.S.-Britain is the real 
underlying story of the Middle East today. 
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The Dardanelles, connecting the Black 
Sea with the Mediterranean, now are in 
the center of that rivalry. Russia, in effect, 
is demanding the right to bases on those 
Straits, and to complete domination of the 
Straits by her military forces. Decision has 
been taken by Mr. Truman and his top 
advisers, however, to stand firm against 
Russia’s demands. That decision is to be 
upheld, no matter what Russia may do. 

Russia’s proposal is that the future of 
the Dardanelles should be decided exclu- 
sively by the Black Sea powers—meaning 
herself, Turkey, Bulgaria and Rumania— 
and that the defense of the Dardanelles 
should be left to herself and Turkey only. 
Her argument is that she has as much 
right to exclusive control of the Dar- 
danelles as the U.S. has to exclusive pos- 
session of the Panama Canal. 

The U. S. proposal is that the future of 
the Dardanelles should be decided through 


revision of the nine-power Montreux Con- 
vention of 1936, with the U.S., which was 
not a party to that Convention, sitting in. 
Under this proposal, freedom of passage 
through the Straits would be guaranteed 
at all times for merchant vessels of all na- 
tions and for warships of the Black Sea 
powers, but entry of the warships of other 
powers would be denied except when they 
had the consent of the Black Sea powers 
or when they were acting under orders 
of the United Nations. Turkey would re- 
main sole guardian of the Straits except in 
time of war, or threatened war, when the 
defense job would be taken over by the 
United Nations. But Russia would gain 
the right to use the Straits for passage of 
her own warships at any time and, ordi- 
narily, to keep out the warships of others. 

Since this proposal does not satisfy Rus- 
sia and since, with modern weapons, Russia 
could dominate the Straits from a distance, 
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U.S. officials conclude that what she wants 
js not merely control of the Straits, but 
control of all Turkey, with a puppet Gov- 
ernment entirely subservient to her and 
with Turkey closed off from normal trade 
and intercourse with the Western nations. 
That, in turn, they point out, could easily 
mean Russia’s encirclement of Greece and 
her capture of the whole Middle East. 

It is this reasoning that lies behind Presi- 
dent Truman’s decision to reject Russia’s 
demand for the Dardanelles, and to serve 
notice on her that this Government will 
not tolerate any attempt on her part to 
seize the Straits by force. 

All other issues in the Middle East are 
colored by the developing struggle between 
Russia and the Western powers for in- 
fluence in that region. 

The Palestine question is complicated 
by the fear of Russia. Because of this fear, 
both the U.S. and British governments are 
careful to retain the good will of the Arabs, 
who otherwise might fall under the influ- 
ence of Russia, and to avoid going all out 
in support of the Jews. President Truman 
favors admitting 100,000 Jewish refugees 
to Palestine, but is not doing anything 
further to intervene beyond the making 
of suggestions in an informal way. 

Also, because of fear of Russia, Britain 
feels it necessary to keep some control of 
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Palestine, even though the plan of parti- 
tion now being put forward would set up 
autonomous Jewish and Arab states. Un- 
der the plan, Britain would reserve one 
portion of Palestine for her own military 
use, and would build naval and air bases 
there as a substitute for those she is giv- 
ing up in Egypt. 

Moves to assure oil from the Middle 
East, likewise, are related to the rivalry 
between Russia and U.S.-Britain. 

A credit of $10,000,000 from the U.S. 
is intended to assure the continued friend- 
ship of Saudi Arabia, where American 
companies enjoy oil concessions. The 
money is to be used to supply the Saudi 
Arabians with the goods they need during 
the next few years, and is to be repaid 
out of future royalties on oil. 

In Iran and Iraq, where labor troubles 
have hampered production of the oil that 
supplies the U.S. and British navies, Rus- 
sian influence is blamed. The Commu- 
nistic Tudeh Party in Iran is believed to 
have instigated the recent strike at the 
wells of the Anglo-Iranian Oil Co. at 
Abadan. To prevent an uprising, Britain 
has brought fresh troops to Basra, just 
across the border in Iraq. The U S. has 
not taken a direct hand‘in Iran or Iraq, 
but has been watching events closely and 
is expected to back the British if necessary. 
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Battle of ideologies. Another phase of 
the struggle for leadership in the Middle 
East is the effort of both Russia and U. S.- 
Britain to “sell” their respective ideologies 
to the native peoples. Russia is using 
propaganda, spread through agents who 
are most numerous in Syria and Lebanon. 
In this strategy, she attempts to convince 
the Arab peoples that they would be 
better off if they would embrace com- 
munism and look to Russia as their best 
friend. 

British officials, with the Labor Govern- 
ment’s point of view, recognize that Britain 
is vulnerable because of having dealt ex- 
clusively in the past with the ruling groups 
Now the Labor Government 1s trying to 
raise the standard of living of the common 
folk, but finds itself handicapped because 
of the lack of goods available for export. 
It is because of this lack that Britain re- 
cently urged the United States to advance 
a credit of $250,000,000 for development 
of the Jordan and other valleys of the 
Middle East. That particular plan was 
turned down, but the use of dollars to win 
friends in that part of the world still is 
very much in the picture. One loan of 
$25,000,000 already has been granted to 
Turkey by the Export-Import Bank, and 
other loans are at present being con- 
sidered. 

The struggle over Turkey finds U.S.- 
Britain with several advantages over Rus- 
sia. The Turks are largely middle-class 
people, of strong patriotic feeling, whose 
ideas since their revolution of the early 
20s have turned more toward the West 
than toward the East. They are deter- 
mined to resist any Russian aggression, 
with force if necessary. 

This handicaps any Russian attempt to 
split Turkey from within, and limits Soviet 
pressure tactics, short of fighting, to a war 
of nerves. Russia has troops mobilized in 
Bulgaria, along Turkey’s northern border, 
and in Soviet Armenia, along Turkey’s 
eastern border. But Turkey, now certain 
of backing from the U.S. and Britain, 1s 
determined not to give in, and is prepared 
to fight, if necessary, to defend herself. 
That puts the next move, if any, up to 
Russia. 

The probable outcome. In the eyes 
of U.S. officials, the argument over the 
Dardanelles and the contest for influence 
in the Middle East are closely linked with 
the argument over Trieste and the contest 
for control of the Mediterranean. The two 
contests find Russia trying to break the 
southern barrier that for centuries has 
held her back, and to gain a foothold in 
areas that now are in possession of or 
dominated by U.S. and Britain. But the 
Western powers, having conceded much 
to Russia in the last two years, are not now 
in a mood to concede more, and believe 
they are strong enough to make their 
refusal stick. 
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CIO SPLIT WITH COMMUNISTS? 
TREND AGAINST PARTY PRESSURE 


Disagreements Over Strikes, Politics and U. S.-Soviet Tensions 


Impatience in some unions 
to purge leaders believed 
following a Moscow line 


A split is developing inside the CIO be- 
tween Communist and anti-Communist 
factions. This split is precipitated by dis- 
agreements over domestic strike policy and 
over CIO political policy. It is accentuated 
by the growing strain on relations between 
this country and Soviet Russia. 

Revolts against Communist elements in 
CIO unions have been increasing in recent 
weeks. They have reached a point where 
movements are under way to purge offi- 
cials who are known Communists or fol- 
lowers of the party line. Communists have 
made heavy inroads into some CIO unions, 
even to the point of gaining control. In 
the past, they have been under sporadic 
attack, but never in the CIO’s 10 years 
of existence has the attack been so bitter 
and persistent as it is now. 

Philip Murray, CIO president, is under 
pressure from many leaders of CIO unions 
to crack down on the Communists. For 
years, Mr. Murray has been acting as a 
peacemaker between the left and _ right- 


wing elements of the CIO. Although 
strongly anti-Cammunist himself, Mr. 


Murray has hesitated to precipitate an 
open break over Communism, for fear of 
splitting the CIO. There are indications, 
however, that Mr. Murray may take an 
open stand against the Communists before 
the next CIO convention in November. A 
showdown might come at any time. 

Basis for dispute. The trend among 
top CIO officials toward a get-tough atti- 
tude with the Communists and their fel- 
low travelers is due to a number of causes. 
The Communist Party line now being 
followed by William Z. Foster, chairman 
of the American party, and other leaders 
is in conflict with the CIO line of Mr. 
Murray and the CIO high command. 

All-out support for Russia is the major 
objective of the Communist Party in this 
country. U.S.-Soviet tensions that are 
developing at the Paris Peace Conference, 
inside the United Nations, and elsewhere 
are widening the breach between Commu- 
nist and non-Communist elements within 
the CIO. 

One high union official, close to Mr. 
Murray, has expressed the opinion pri- 
vately that the CIO is harboring a “fifth 
column” in its Communist elements. He 
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predicted that this would not long be tol- 
erated by CIO leaders. Present Soviet 
policies toward this country are making 
U.S. Communists as unpopular with 
workers as they were in the days of the 
Stalin-Hitler alliance. 

Strikes and wages. On these issues 
there are elements for a clash. Mr. Mur- 
ray’s official line now is emphasizing the 
need for lower prices, while the Commu- 
nists are carrying on a campaign for 
another round of wage increases. 

In most major CIO unions, present wage 
agreements cannot be reopened until the 
contracts expire early next year. Mr: 
Murray is stressing the need for honoring 
existing contracts, while Communists are 
agitating for new wage demands. An ex- 
ample is the demand by Communist 
elements in the Ford Motor Co. local of 
the UAW that the company be asked to 
pay a cost-of-living bonus, although the 
present Ford contract is effective until 
next May. 

In general, the Communists are advocat- 
ing more militant strike action, while Mr. 





—Harris & Ewing 
HARRY BRIDGES 
Longshoremen’‘s Union 


Murray wants to soft-pedal strikes and 
turmoil for the time being. Mr. Murray 
has intervened to prevent the staging of 
political demonstrations, planned by left. 
wing CIO groups, on the ground that con- 
tracts must be fulfilled and that factories 
must not be closed for demonstrations. 

On political action, the Murray policies 
and the Communist policies are clashing 
head on. The Communists are setting their 
sights toward a third party in this country, 
Mr. Murray prefers to work within the 
framework of the Democratic Party and 
the Republican Party, to the extent that 
candidates of these parties support CIO 
policies. Communist followers in the CIO 
have displeased Mr. Murray by helping 
to defeat candidates friendly to labor be- 
cause these candidates have spoken against 
the Soviet. The defeat of Senator Robert 
M. La Follette in the recent Wisconsin 
Republican primary was a case in point. 
Mr. Murray personally was friendly to 
the Senator, who did not have the 
support of certain CIO groups in the 
State. Senator La Follette lost this support 
not because of his labor record, which 
consistently was prounion, but because of 
a speech he had made in the Senate at- 
tacking the Soviets. 

Differences between the PAC and the 
Communists are to show up more clearly 
as the November elections draw nearer. 
In some States the two factions are in con- 
flict over indorsement of candidates. 

The anti-Communist feeling that is 
building up within the CIO already has 
caused open revolt in some unions. 

Harry Bridges, who disclaims member- 
ship in the Communist Party, but who 
has been accused of following the party 
line, was deprived of considerable author- 
ity by action of Mr. Murray. Mr. Bridges 
is head of the Longshoremen’s Union and 
for many years has been CIO director 
for California. Anti-Communists in South- 
ern California recently rebelled against 
Mr. Bridges, and Mr. Murray took away 
some of his power by appointing an anti- 
Communist to be CIO director for the 
southern part of the State. Mr. Bridges 
resigned in protest, but later withdrew the 
resignation after Mr. Murray refused to 
reconsider his action. 

CIO steelworkers vs. CIO sailors. Bad 
blood developed between Communist fol- 
lowers in the National Maritime Union 
and non-Communists in the United Steel- 
workers during the strike of the NMU on 
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GEORGE ADDES 
United Auto Workers 


the Great Lakes. Some officials of the 
sailors’ union complained that members of 
the steelworker’s union were unloading 
ore ships, despite the strike of crew mem- 
bers of those ships. Steelworker officials 
replied that contracts of their union for- 
bade strikes while the agreement was in 
force. Joseph Stack, vice president of the 
NMU and an official of the New York 
State Communist Party, announced that 
the NMU was asking Mr. Murray, as presi- 
dent of the United Steelworkers, for a 
statement on the position of his union in 
the NMU strike. Here, the attack on the 
Steelworkers came from an avowed Com- 
munist, rather than from Joseph Curran, 
NMU president, who recently has been 
feuding with the Communists in his union. 

Mine, Mill and Smelter Workers. An 
anti-Communist movement is under way in 
this CIO union to oust Reid Robinson from 
the union presidency. Mr. Robinson is 
accused by the non-Communists of follow- 
ing the party line. The revolt is headed 
by a “committee for honest leadership,” 
consisting of representatives of a number 
of local unions. 

Furniture workers. The Communist is- 
sue has created much dissention in this 
union. Morris Muster, national president, 
has resigned, charging that the recently 
elected executive board of the union is 
Communist-dominated. A local at Grand 
Rapids, Mich., voted to leave the CIO 
and affiliate with the AFL. Local unions 
claiming to represent more than half of 
the union’s 42,000 members started a 
move to form a new CIO union of furni- 
ture workers. Outcome of all this dissen- 
sion still is in doubt. 

Electrical workers, An attempt to oust 
some of-the officials of this union at the 
September convention is to be made by 
an anti-Communist group headed by 
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WILLIAM Z. FOSTER 
American Communist Party 


Harry Block, a vice president. It is not 
considered likely that this “purge” at- 
tempt will succeed, but the revolt is a 
serious one. 

Shipbuilders. Communist followers are 
reported to be among union members who 
brought suit against John Green, president 
of Shipbuilding Workers, in an attempt to 
set aside a recent election of officers. The 
suit claimed that the election was fraudu- 
lent. Left-wingers had failed in an attempt 
to vote Mr. Green out of office. 

Auto workers. Communism suffered a 
defeat in this union when Walter Reuther, 
an anti-Communist, was elected president 
last April. Mr. Reuther, however, is not 
the only leader of the United Auto Work- 
ers who finds Communist tactics annoy- 
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JOHN GREEN 
Shipbuilding Workers 


1 
ing. Two members of the anti-Reuther 


faction among the UAW _ leadership— 
George F. Addes, secretary-treasurer, and 
Richard Leonard, a vice president—re- 
cently saw fit to attack the Communist 
element for trying to inject their policies 
into union affairs. Mr. Addes’s attack in- 
dicated at léast a temporary break with 
the Communists, from whom he had 
drawn support in the past. 

Future. Apathy among rank-and-file un- 
ion members is blamed for the inroads that 
the Communists have been able to make 
in CIO unions over the years. Because of 
this apathy, Communist minorities, by 
well-organized and persistent effort, have 
been able to worm their way into control 
of local unions, the majority of whose mem- 
bers were anti-Communist. From there, 
they sometimes have moved into control 
of international unions. 

The anti-Communist element in the CIO 
now is counting on international develop- 
ments to reduce this apathy. There was lit- 
tle disposition among workers to resist the 
“Commies” among them during the war, 
when workers were strongly opposed to 
strikes and were striving for early defeat 
of a common enemy. But now, the average 
American worker is described as becoming 
impatient with a group that is accused of 
placing the welfare of Russia above the 
welfare of this country. This impatience 
can grow into a campaign to purge from 
their jobs those union officials who are 
known followers of the Moscow line. 

CIO President Murray thus will find his 
hand strengthened by every action of 
Russia and her satellite nations that ap- 
pears to be unfriendly to the U.S. If our 
relations with Russia grow worse, Mr. 
Murray can grow bolder in demanding 
that the Communists in CIO unions stand 
up and be counted. 
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Perils in Freight Jam: 
Making Shortages Worse 


Curtailment of Production by a Scarcity of Cars 
At Mines, Steel Mills, Finished-Goods Factories 


Pleas for week-end loading. 
inability of rail-equipment 
makers to fill demand soon 


A great new shortage is beginning to 
plague the nation. This is a shortage of 
freight cars. It will be worse than the 
difficult freight tie-ups of wartime or the 
critical freight shortage of 1920. 

Movement of goods can be seriously 
affected by the freight-car situation. 

Coal supplies for this winter, already 
low because of the prolonged coal strike, 
threaten to be seriously low in some areas. 
Even now, mines cease work from time to 
time for lack of cars to carry the coal. 

Steel is tending to pile up in the steel- 
producing areas. Of all materials needed 
in industry, steel is most acutely short and 
is most vital to the production of things 
that people want. 

Lumber is beginning to be critically af- 
fected by the shortage of cars in the 
Northwest and Southern timber areas. 
Some mills with small storage yards have 
to shut down waiting for cars. Lumber, 
next to steel, is most needed by industry. 

Grain, also is piling up, waiting for cars. 
3umper crops of wheat and corn are being 
harvested. Tobacco producers and other 
farmers likewise are bringing in record 
harvests that require movement by rail. 

Sand for the steel and iron foundries, 
with silica sand for the glassmakers, is 
being held up waiting for cars. Makers of 
fertilizer are having difficulty getting 
phosphate rock and potash. 

All industry is beginning to feel the 
pinch of this shortage. Lack of freight 
cars is causing new headaches for produc- 
tion managers. They have not had time 
to build up a backlog of parts and raw 
materials. Many are so short now that 
goods must be taken directly from the 
freight cars to the assembly line. 

Behind these troubles are two facts. 
First, the greatest peacetime production 
boom in history has created a peak de- 
mand for freight cars to carry goods to 
market. 

Demand for freight cars is running far 
ahead of the railroads’ ability to carry the 

goods. Doing the best they can, the railroads 
are loading more cars today than they were 
when V-J Day ended the wartime drive. 
Boxcars are particularly needed to haul 
grain as well as most manufactured goods. 
And the railroads have been loading close 
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to 400,000 boxcars a week, as the chart 
shows, compared with only 366,000 in the 
first week of August last year. This record 
was made with less equipment than the 
railroads had during the war. The second 
big fact behind the freight-car shortage is 
that the hard wartime use of the railroads, 
with little replacement of worn-out equip- 
ment, has left them short of cars. 

Supply of cars to handle the job has 
shrunk as old cars wore out under strain 
and had to be set aside. The railroads now 
own only 700,130 serviceable boxcars, com- 
pared with 715,903 last year. The number 
of “cripples” has increased. There are 
31,000 boxcars in need of repairs now, com- 
pared with 27,000 in August, 1945. Rail- 
road shops are not able to keep up with 
the repair jobs needed. 

Building of new freight cars also is run- 
ning far behind. Like the industries which 
they serve, the railroads and their car 
builders are faced with shortages of steel, 
lumber and parts. 

Partial answers to this freight-car 
shortage are being worked out, but they 
offer no sign of relief during the months 
immediately ahead. 

Trucks are being used to carry some 
goods usually shipped by rail. Truck lines 
are carrying more freight than before the 
war. But a shortage of spare parts may 
hamper their operations this autumn. 


em 


Ships could carry much of the lumber, 
canned goods and other products now 
moving across the country from the West 
Coast by rail. Few ships are now operating 
along the coasts. Changes in price regula. 
tions and in water-freight rates are neces. 
sary to bring more ships into this service, 
Such changes are expected to be made. 

The railroads still must carry the bulk 
of the nation’s freight, however, and ef- 
forts are being made to get more use out 
of the freight cars. 

Full cars, instead of partly empty cars, 
are being urged on shippers. Since the 
war’s end, the number of freight cars 
carrying less than a full load has increased. 
This uses more cars to carry the same 
amount of freight. 

Penalties are charged shippers who hold 
boxcars, refrigerator cars, gondolas and 
coal cars in their yards. These penalties 
increase with each day the car is held. 

Week-end loading and unloading is be- 
ing urged as a method of cutting down 
the time cars stand idle in factory yards, 
Return of the five-day week, with unions 
charging overtime for work on Saturday 
and Sunday, however, has discouraged 
loading and unloading on week ends. This 
keeps cars idle when they could be used. 

In the long run, the solution of the 
freight jam is to build new cars faster than 
the old cars wear out. The railroads already 
have piled up in the car shops orders for 
50,000 additional freight cars, and the Gov- 
ernment is considering financing another 
50,000 beyond that. Steel may be set aside 
for this work, and aluminum may be sub- 
stituted for scarce steel and wood in the 
sides of some cars. 

If all this help is given and the car shops 
attain full production, however, it will be 
a full six months at least before 100,000 
new freight cars are rolling on the rails. 
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Ihe National Week 


Fifteen per cent advance 
in the first peace year, 
with goods still going up 


The price of nearly everything that the 
American consumer wears, uses or eats 
till is rising. Increases on ‘many types of 
consumer goods are being allowed by the 
Office of Price Administration. 

Price pile-up. Advances now going into 
effect on durable goods are, for the most 
part, those required by action taken by 
Congress in extending the Price Control 
Act. That Act required that price increases 
allowed to manufacturers after March be 
passed on to consumers. The result is that 
increases in retail prices are being piled on 
top of advances that have been taking 
place since long before the war. The table 
on this page shows only a few examples of 
such increases. These examples are based 
on official Government figures. 

Services, not including rents, have gone 
up, on the average, by well over a fifth 
since March, 1940, according to official 
reports. A family laundering job that used 
to cost $1.35 now costs $1.75. Medical 
services, meanwhile, have risen in price 
by nearly a fourth, and women’s beauty 
treatments nearly three fourths, on the 
average. Where it used to cost 85 cents 
to get an item of clothing cleaned and 
pressed, it now costs $1. And a haircut 
that cost a man 50 cents, on the average, 
in 1940 cost 75 cents in June of this year, 
and in many places the cost of this serv- 
ice has risen since June. 

Clothing prices, already high, still are 
rising rapidly, and that rise is to continue 
for a time. So far, a man’s suit that cost 
825 in 1940 brings $35, and similar in- 
creases apply to more expensive suits. 
Men’s shorts that could be bought for 25 
cents in 1940 cost 60 cents now, on the 
average. A woman’s rayon street dress 
that sold for $14.85 sells now for $16.95. 
And a rayon-crepe slip that sold for a 
dollar can be had now for about $1.60. 

Home furnishings have risen in price, 
on the average, by well over half, and 
home furniture by nearly three fourths. The 
price of the average living-room suite of a 
sofa and a chair has about doubled. Where 
a medium-quality suite could be bought 
for $119.85 in 1940, the family furnishing 
a home today must spend about $235.51 
for a comparable set. And a dining-room 
suite of eight pieces that formerly cost 
$139.50 costs that family $200.60 now. 

Equipment for the home has risen in 
price by amounts ranging from 10 per cent 
to 25 per cent or more. A fairly expensive 
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washing machine at $144.50 in 1940 now 
sells, with perhaps some improvements, 
for $189.44. A good electric refrigerator 
used to sell for $155.50. A comparable 
model today brings $19..42. And radios 
and radio-phonographs have advanced, on 
the average, about 21 per cent 

Homes themselves now cost far more 
to buy. Higher and higher building costs 
force up the prices of new homes. At the 
same time, the prices of old houses rise as 
their replacement costs go up. With de- 
mand continuing high as the result of a 
shortage of housing and an abundance of 
income, the home that would have sold 
for $6,000 in March, 1940, now brings, on 
the average, about $9,400, and more than 
that in some cities. And homes built 30 or 
40 years ago frequently sell today for more 
than they cost to build. Rents, on the 
other hand, are shown officially to have 
risen less than 4 per cent, on the average, 
from 1940 to June, 1946. This average, 
however, allows for much greater increases 
in many cities. 

Moreover, it costs more to run a home 
after it is bought and furnished. Fuel 
prices, for example, are up considerably. 
The price of chestnut-type anthracite has 
risen, on the average, by more than half 
since early 1940. Number 2 fuel oil, in the 
East and in most Midwestern States, for 
example, has risen by more than a fifth. 

Automobiles, both new and old, are 
bringing far higher prices. A car that used 
to sell for $850 brings $1,105 now, without 
a spare tire. And secondhand cars are 
likely to sell for more than they cost, 
brand new, four to six years ago. 

Delayed effect. Even these examples 
do not tell the whole story. Many increases 
recently allowed to manufacturers by OPA 
are not shown in the table. The reason is 
that they have not reached the retail level 
yet. They will show up when retailers re- 
ceive and begin to sell the stock that was 
in manufacturers’ hands when the in- 
creases were allowed. These items include 
men’s suits, shirts and shorts, and both 
women’s and men’s shoes. 

Moreover, the prices in the table do not 
show all of the so-called “hidden price 
increases.” For example, the upgrading 
of some models and the disappearance of 
many of the low-cost items means that the 
consumer must buy the more expensive 
goods in order to get anything at all. 

How this works is shown by a compar- 
ison of the prices of vacuum cleaners. As 
the table shows, a model comparable to 
the 1940 cleaner that retailed for $49.50 
sells now for $57.47. And, in fact, vacuum- 
cleaner prices in 1940 were concentrated 


OUR RAPIDLY CLIMBING PRICES 


New Increases by OPA on Top of Rise That Started Before War 





INCREASES SINCE 1940 

The following table shows prices of 
typical makes, models and _ styles of 
consumer goods in March, 1940, and 
prices of comparable items today. 

1940 Today 

Suit, man’s $ 25.00 $ 35.00 
Suit, woman’s 14.95 16.95 
Shirt, man’s 2.00 295 
Rayon street dress 14.95 16.95 
Cotton house dress 1.00 2.80 
Woman’s sheer hose 115 1.40 
Shoes, man’s 5.00 7.00 
Shoes, woman’s 5.00 6.50 
Family laundry job 1.35 1.75 
Dry-cleaning service 85 1.00 
Automobile repair job 8.50 10.00 
Washing machine, 

electric 144.50 189.44 
Vacuum cleaner, 

electric 49.50 5747 
Refrigerator, electric 155.50 191.42 
Radio, table model 9.50 59.94 
Wool rug 

(9 by 12 feet) 43.50 56.59 
Linoleum, inlaid 

(12 by 15 feet) 35.80 37.80 
Living-room suite 

(2 pieces) 119.85 235.51 
Bedroom suite 

(3 pieces) 129.50 195.03 
Dining-room suite 

(8 pieces) 139.50 200.60 
House, new 6,000.00 9,400.00 
Automobile 850.00 1,105.00 











around that $49.50 price. Now, however, 
more cleaners are being made to sell for 
about $66.50 than for any other price. 
Thus, although increases of only 16 per 
cent have been allowed for the average 
model, most buyers must take models cost- 
ing 34 per cent more than the price that 
formerly was most common. 

The biggest increases in prices have 
occurred since the end of the war, and 
many of the most rapid mses have been 
concentrated in recent weeks. Altogether, 
the prices that U.S. consumers pay for 
the goods they buy have jumped about 
15 per cent during the year of peace. 
That is the official estimate. It includes 
a preliminary estimate of a 5 per cent 
advance in July, after the temporary lapse 
of price controls July 1. It does not in- 
clude increases that have occurred in 
August, or, on the other hand, price cuts 
ordered by the revived OPA 

These increases, however, are continu- 
ing, with new and higher ceilings an- 
nounced nearly every day. Coming on 
top of increases that have occurred during 
six years of price inflation, they are to 
add up to rapid postwar advances rivaling 
the total increases through four years of 
war. 
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“In proportion as the structure of @ govern- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened.” 

GEORGE WASHINGTON 
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Ww THERE IS NO PEACE 


By DAVID LAWRENCE 


There is no peace—there is only a continuation 
of a state of war. 

The high hopes of the American people, once ex- 
pressed by the late President Wilson, that the world 
be made “safe for democracy” have never been ful- 
filled despite the sacrifices made in two wars. 

For this world is not safe for democracy. 

It is not safe for free peoples. 

It is not safe for nations which want to pursue the 
ways of peace and reduce arms and armament. 

We were mistaken when, in response to public 
clamor, we demobilized our Army, Navy and Air 
Forces in the twelve months since V-J Day. 

We have run away from our responsibilities in 
Europe. Our demobilization has been construed by 
totalitarian governments as a sign of weakness. 

What we did not realize was that as long as totali- 
tarian governments can plunge their countries into 
instant war without benefit of parliaments or public 
opinion, there can be no safety for us. 

We hate war and deplore more bloodshed. But we 
shall be making a cardinal mistake again if we assume 
as we did after World War I that, by the paths of 
indifference, aloofness, or appeasement, safety can 
be assured and further sacrifices avoided. 

If we falter now, we shall have lost the peace. 
We shall be faithless to our heroic dead. 


Provocations to war: Russia is challenging us. 
Russia with her totalitarian government is denying to 
her people the freedoms which alone can keep war 
from being the affair of one man or one clique. 

Russia has drawn her cordon around a number 
of small nations which have become her puppets. 
The Nazis did the same thing in the ’30’s. 

Russia is carrying on a vituperative propaganda 
against democracy. Communist infiltrations have 
begun everywhere, even in Latin-America. 

Russia pulls the strings and Marshal Tito, dictator 
of Yugoslavia, fires on American transport planes. 

Nobody in the United States wants war. Nobody 
seeks to provoke it or bring it on. But there is a greater 
danger in closing our eyes to facts. 

Tito didn’t fire on our planes by accident. The 


American Government chose to characterize Tito’s ac- 
tion formally as “wicked, inexcusable and deliberate.” 

If any foreign government were to order its war- 
ships to fire on our unarmed merchant ships, we 
would consider that “unfriendly” and an act of war. 

When Germany fired on several unarmed American 
ships in 1917, we recognized this as a state of war. 

When Japan fired on Pearl Harbor we promptly 
recognized a state of war. 

Test must be made now: But the world has set 
up through the United Nations Charter a machinery 
designed to make it unnecessary to declare war in 
order to secure redress. 

The UN Charter provides that nations which com- 
mit unfriendly acts shall be disciplined. 

The United States last week asked for redress and 
threatened to carry the case against Yugoslavia to the 
Security Council of the United Nations. Release of the 
fliers does not expiate the offense. 

Russia’s activities on the border of Turkey form a 
similar testing of the American point of resistance. 

If these disputes eventually come before the Secur- 
ity Council, the vote on any solution must be unani- 
mous. Russia has a veto power and can block or delay 
or frustrate action. 

If such a veto is used, peace-loving peoples will 
know the meaning at once. 

The President and the Secretary of State are, there- 
fore, to be commended for having sent Yugoslavia 
the ultimatum and for having determined to carry the 
case, if necessary, to the Security Council. 

This has brought a test. If Russia through her in- 
strument—Yugoslavia—is trying to test American 
determination and American courage to face another 
conflict, though we have hardly recovered from the 


_ last war, that test comes none too soon. It comes 


better now when we have the equipment and the 
manpower reserves. It comes before our weapons 
of war and our armament are allowed to rust as we 
adhere to the false notion that the world is safe 
enough for democracy to return to peacetime pursuits. 

It would be fatal to wait five years and face a test. 

We must insist now that totalitarianism vanish 
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pages of The United States News are written in their entirety by 


“lt wholly disapprove of what you say but will 
defend to the death your right to say it.’ 
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World lives in constant anxiety as Russia and its satellites test the 
democracies—Better now than later for United States to back up with 


force its determination to assure peace and freedom everywhere. 


from the face of the earth. There is little difference 
between Nazi and Russian totalitarianism. We ought 
not delude ourselves with the belief that the Russian 
peonle have had any voice in their own affairs. 

The present Russian Government has inflicted upon 
the world great anxiety and uncertainty. Its policy of 
expansion comes dangerously near to actual aggres- 
sion. Having violated the wartime agreements by loot- 
ing Manchuria and Germany and Austria, having cap- 
tured and taken control of the governments of Czecho- 
slovakia, Poland, Bulgaria, Romania, Hungary, 
Yugoslavia and Iran, the Soviets now have opened 
up on Turkey by demanding potential possession 
of the Dardanelles. Instead of the Nazis dominating 
Europe, the Communists now dominate the continent. 
We have substituted one dictator for another. 

The late President Roosevelt pledged the United 
States at Yalta to take an active part in European 
affairs on the theory that an unsettled Europe meant 
a world unsettled and that no nation in any hemi- 
sphere could be safe unless all nations joined together 
in an organization pledged to maintain peace. 

Russia by her use of the veto can wreck the United 
Nations and continue to inspire little nations to pro- 
voke or harass the United States. It is not Yugoslavia 
which has flouted the American flag by firing on 
plainly marked planes which were unarmed. It is 
Russia, which controls every move made by Tito. 

We must, however, work through the United Na- 
tions first. If Russia does not go along but plays the 
role of obstructionist, the United States and other 
democracies must take a position on their own. Thus, 
if use of the veto kills the United Nations, another 
organization must arise in its place to preserve the 
peace of the world. 

Remobilization less costly than war: It is to be 
hoped that war can be averted. The best way to avert 
it is to remobilize our armed forces at once. It will 
be costly. But it will be less expensive than a third 
world war would be. An ounce of prevention is worth 
a pound of cure. 

The United Nations can muster the largest army, 
navy and air forces in the world. For the present the 





United States must make the largest contribution. 

But peace cannot be maintained by running away 
from Europe. In the last twelve months we have 
scuttled our obligations. We have only a token force in 
Europe. Russia has an army which dominates Europe. 
Congress, by refusing to provide a sensible draft law, 
has weakened our defense against sudden attack. 

The truth is our air forces are woefully weak. Our 
navy is weaker than it has been at any time since Pearl 
Harbor. We have the ships but not the men on them. 
We have the planes but not the personnel. 

The President should call Congress into immediate 
session for a program of remobilization. The cry of 
“hysteria” will be heard. Hitler raised it, and England 
didn’t rearm. Japan raised it, and we failed to fortify 
Guam. We must not be swayed by it now. 

Finish the job now: We know when we are 
threatened. We know what is needed to assure our 
own defense. We must take those steps now. To pay 
for it all we must tighten our belts, increase produc- 
tion, stop all the strikes, and expose those of Russian 
influence in our midst who have been fomenting 
industrial disturbances. 

Nothing less than the safety of our people is at 
stake, nothing less than the lives of the young men 
of tomorrow. When Hitler marched into the Rhine- 
land in 1936, he could have been stopped easily and 
World War II would have been averted. When Tito 
fires on our planes, Messrs. Stalin and Molotov are 
watching to see what we in America will do. 

Let us prepare to finish the job if need be—let us 
defend the United Nations Charter. There can be 
no nobler cause for which to die than in defense of 
the ideal of world peace. Let us not shirk the task. 

If we are resolute, others will be warned and peace 
will come. If we are craven, others will take advantage 
of us. 

We must not be compelled to live in constant terror 
of any nation on earth. 

The world must be made safe for democracy, safe 
for free peoples, safe for all of us to reduce our arma- 
ment so that relatively small forces, contributed by 
all nations, can keep the peace. 
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ELECTION WORRIES VS. VACATION 


New York Primaries as Basis for Surge in Hopes of Republicans 


Dissatisfaction among 
Administration groups 
over economy drive 


President Truman’s vacation trip to 
Bermuda is not halting the march of the 
political campaign toward its November 
climax. In his absence, issues are being 
hammered out and lists of candidates are 
being filled in by the primary voters. A 
sharp turn to the right, evidenced in New 
York primary returns, trimmed down 
Democratic hopes for victory there this 
autumn. 

On-the-ground observers attributed the 
New York shift to growing resentment 
toward Russia and the nations within her 
sphere of influence. Most of the candidates 
who had shown themselves sympathetic to 
the Russian point of view felt the impact 
of the New York voters. 

The turn to the right was exemplified 
by one contest after another. 

Representative Vito Marcantonio, often 
accused of Communistic leanings, failed to 
capture the Republican nomination and 
had a narrow squeak in a race for the 
Democratic nomination. 

Representative Joseph Clark Baldwin, 
who often has voted the labor line, was 
beaten by a wide margin in his race for 
Republican renomination. 

Democratic candidates who were backed 
by the American Labor Party and had the 
support of CIO’s Political Action Com- 
mittee were beaten in several instances by 
Democrats who had no such support. 

And in up-state New York, Representa- 
tive Augustus W. Bennet was beaten by 
Mrs. Katharine St. George in his race for 
the Republican nomination in the home 
district of the late President Roosevelt. 
Mr. Roosevelt had supported Mr. Bennet 
two years ago against former Representa- 
tive Hamilton Fish. After last week’s elec- 
tion, Mr. Fish had some nice words to 
say about the victory Mrs. St. George had 
gained. 

The net results of the New York pri- 
maries gave fresh hope to the Republicans 
for November and brought glowing pre- 
dictions from their party headquarters. 
Democrats had little to say. 

Economy drive. In the meantime, Pres- 
ident Truman’s economy orders were cre- 
ating a stir in Washington. Shipping men 
were saying that his decision to postpone 
the building of fast passenger liners was 
issued more for political effect than to 
conserve vital materials. Army Air Forces 
officers were upset by a cut in projects 
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VACATIONIST 
... the sun shines bright 
«. . back home, things were not sunny 


that they regard as vital to national de- 
fense. And Southern Democrats are 
aroused by a slash in flood control and 
rivers and harbors projects. 

Army. The biggest cut of all was $1,650,- 
000,000 for military outlays. One of the 
effects of this is to trim from 70 to an 
unspecified number the active air groups 
to be maintained. General Carl Spaatz, 
the Army Air Forces commander, said the 
largest reductions would be at Wright 
Field, Ohio, and would include “those 
long-range projects and guided-missile ac- 
tivities considered by the AAF as vital to 
the security of the country.” 

Flood control. Southern Democrats said 
the President had neither constitutional 
nor statutory authority for his order to cut 
$300,000,000 from flood control and rivers 
and harbors projects during fiscal 1947 and 
1948. They said the action was in defiance 
of the will of Congress. 

Four of these members—Senators Ken- 
neth McKellar of Tennessee and John 
H. Overton of Louisiana and Representa- 
tives Joseph J. Mansfield of Texas and 
William M. Whittington of Mississippi— 
joined in issuing a call for a protest tiféet- 


ing at New Orleans on September 20. They 
asked Republican members of congression- 
al committees on Commerce, Flood Con- 
trol, and Rivers and Harbors to meet with 
them. 

But there is no indication that President 
Truman intends to alter his course. He is 
hoping to balance the budget and develop 
a surplus that can be turned toward reduc- 
ing the national debt. 

Southern dissatisfaction with various 
other phases of the presidential program 
is continuing to grow. There is little likeli- 
hood that it will have any effect upon the 
congressional elections of this autumn, 
but it is a factor that Mr. Truman will 
have to contend with in the Democratic 
National Convention of 1948. 

For the time being, a truce has been 
achieved between Robert E. Hannegan, 
the Democratic National Committee 
Chairman, and Southern Democrats, who 
contend that the CIO exercises too much 
influence over party policy making. Some 
of the Southerners still are trying to drive 
Mr. Hannegan out of the chairmanship, 
but Mr. Truman insists that he intends to 
keep his fellow Missourian in the post, 
although the latter often disagrees sharply 
with other presidential advisers. 

In Arkansas, Democrats are proposing 
that their party divorce itself from the 
national organization. A resolution has 
been prepared for introduction at the 
State convention September 6-7 demand- 
ing that the party secede because there 
“is no national party which proposes a 
platform or sponsors policies agreeable 
to a great majority of Southern white 
people.” 

The resolution adds: “Despite its pur- 
suits of policies inimical to the South, its 
industries and workers, the National 
Democratic Party and its leaders still ex- 
pect the South to remain as the ‘me too’ 
vassal of the party, and to cast its votes 
for the success of the present mongrel 
National Democratic Party.” 

The threat is a recurrent one that has 
been raised many times in the past. Thus 
far it has produced no action. But feelings 
are higher and tempers are shorter in the 
South than they have been before. In 
several States, they have been sharpened 
by “white supremacy” campaigns such as 
the ones that nominated Senator Theodore 
G. Bilbo in Mississippi and Eugene Tal- 
madge for Governor in Georgia. 

Right now, however, for Mr. Truman, 
basking in a Bermuda sun, these were only 
notations in the newspapers. He will hear 


* more about them before 1948. 
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Here’s where Golden Cresceut farmers meet to sell... 


N MAKING THE MAP illustrated here, we nearly ran 
| out of pins... because there are so many marketing 
centers in Fae Golden Crescent states of Michigan, 
Ohio and Pennsylvania... 2,342 of them... an average 
of 781 per state, as against the U. S. average of only 
349 per state. 


This means that the rich farm lands of He Golden 
Grescent are surrounded by near-at-hand marketing 
centers where farmers sell their goods... and buy yours. 
Because of short hauls, the cost 
of getting Golden Crescent farm 
products to market is low... more 
of the consumer’s dollar goes to the 
farmer ...and he has more cash to 









and to buy! 








spend for the manufactured, advertised goods he wants. 
The three million farm folks in this great marketing 
area earn their money in rural pursuits—but their 
tastes and buying habits are practically surburban. 
They know what they want, and they have money 
to pay for that long list of needs. 


Whe Golden Crescent is a ready, able-to-buy market 


for you. And you can economically cover that market 
... reaching 7 out of every 10 Golden Crescent farm 
families ... by using only three publications. 

These are the well-thumbed, well-read, well-trusted 
farm papers, MICHIGAN FARMER, OHIO 
FARMER and PENNSYLVANIA FARMER. 
Look into this lucrative, concentrated market now! 


Tae Golden Crescent 


“Your distribution may be national, but your selling is always LOCAL” 





Copyright 1946, Capper-Harman-Slocum, Inc. 
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SOUTH 
BEND 
LATHES 





South Bend Precision Lathes are de- 


in the laboratory, toolroom, production 
plant, or small shop. They offer accu- 
racy that permits close tolerance work 
and smooth finishes, versatility for per- 
forming a wide variety of operations, 
and dependability that assures trouble- 
free service. These are but a few of 


the reasons why South Bend Precision | 


Lathes have earned for themselves a 
reputation for producing more and 
better work faster, easier, and more 
economically. Perhaps there are places 


in your plant where they can improve | 


machining operations 
and reduce costs. 


WRITE FOR CATALOG 
Catalog 100-D illustrates and de- 
scribes South Bend Engine Lathes, 
Toolroom Lathes with 9”, 10 , 13”, 
14-1/2”, and 16” swings, and Precis- 
jon Turret Lathes with 1/2” and 1” col- 
let capacity. Write for it today! 


SOUTH BEND LATHE WORKS 
535 E. Madison St., South Bend 22, Indiana 
Lathe Builders Since 1906 
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ef National Issues 


U. S.-Yugoslav Diplomatic Clash 
Over Plane Attacks: Press Views 


Indignation was widespread in the Amer- 
ican daily press over the recent “incident” 
created by Yugoslav shooting attacks on 
American planes. Gratification was ex- 
pressed later, however, when Yugoslavia’s 
Premier, Marshal Tito, backed down and 
promised “full satisfaction.” The Wash- 
ington (D.C.) Post (Ind.) declared that 
“a test which might have proved the 
severest the United Nations has had to 
face may have been averted.” 

Editorial opinion was solidly behind the 
State Department, which directed a sharp 
note of protest to the Yugoslav Govern- 
ment. Acting Secretary of State Dean 
Acheson was commended for his firm stand 
on the issue. 

Marshal Tito was criticized by many 
editors for his early uncompromising atti- 
tude. Others considered Tito a Communist 
puppet and, like the New York Herald 
Tribune (Ind.), placed the blame on the 
Soviet tendency “to shoot first and ask 
questions afterwards.” 

Editors generally opposed warfare be- 
tween the United States and Yugoslavia, 
fearing that it would lead to world-wide 
strife, or considering the area too far re- 


; ; aig . . | moved from this country’s vital interests. 
signed and built for efficient machining | cig He 


Retaliation short of war, in the form of 
termination of American economic aid to 
Yugoslavia, and a stern warning against 
any further provocation were advocated by 
many. 

“Let’s not get tough—yet,” said the 
Washington (D.C.) Times Herald (Ind.). 
Suggesting that we cut off UNRRA relief, 
and stage naval and air demonstrations 
to impress the Yugoslavs, this paper op- 
posed war “over a dispute which is pri- 
marily a British concern,” and concluded: 
“It would be foolish, we think, to go out of 
our way to fight Russia over something 
which is not our primary business.” 

“All of these incidents have been on a 
small scale,” observed the Holyoke (Mass.) 
Transcript-Telegram (Ind.-Rep.). “We 
cannot make the brazen performances 
major occasions, because our own interests 
in that corner of the Balkans are so re- 
mote. We are there only to clean up World 
War U-’ 

But- the Oakland (Calif.) Tribune 
warned: “Nations that behave with such 
undisguised hostility and __ brutality 
toward helpless aviators lay themselves 
open to retaliation.” 

“The Russians, too, have fired on Amer- 
ican planes in Korea, in Manchuria, in 
Vienna and in Germany,” the Washington 
(D.C.) Post (Ind.) further commented. 


This paper saw “only two possible ex-. 


planations of the wanton and outrageous 
attacks by members of Marshal Tito’s 
forces”—“political hijacking” or “hysteri- 
cal fear.” 

The Cleveland Plain Dealer (Ind.- 
Dem.), on the other hand, believed that 
“the plan behind these actions . . . is to 
gain control of Trieste.” Pointing out t'iat 
these assaults have been accompanied by 
“intimidation of local populations” and 
other “criminal and terrorist activities,” 

















—Hutton in Philadelphia Inquirer 


THANKS! 


this paper concluded that Marshal Tito 
“is backed .. . by the Soviet Union, which 
has strategic designs on Trieste.” 

“Americans must be cautioned against 
accepting the thoughtless viewpoint . . . 
that we are sweeping toward war with 
Yugoslavia and possibly with Russia,” 
warned the Philadelphia Inquirer (Ind.). 
A settlement must be reached at the Paris 
Conference, “and nowhere else,” accord- 
ing to this paper. 

A minority viewpoint was expressed by 
the Worcester Gazette (Ind.-Rep.) , which 
pointed out that American pilots had been 
instructed not to fly over Yugoslav terri- 
tory, and declared: “If our pilots, in a 
spirit of waywardness, have been ignoring 
this order they are doing a great disservice 
to their country.” 

But the Richmond Times Dispatch 
(Ind.-Dem.) pointed out that bad weather 
forced the pilots off their course, and ob- 

‘gerved: “A friendly government would be 
“expected to give aid to the fliers, rather 
_than to fire upon them.” 


THE UNITED STATES NEWS 











eous 
Ito's 
steri- 


ind.- 
that 
s to 

that 
| by 
and 
ies,” 


a 


om ] 








oS BF Se ENS 


_ 











If you set too fast a pace in work or play... worry 


too much... or often get upset emotionally, you waste your 








ting enough food, & SS Z 


If you are continuously tired or listless, see your 





doctor! It may be an early sign of a serious ailment or an 


a3 


infection, or be due to poor eyesight, hearing, aay F 








or posture. 


You can usually avoid harmful fatigue if you'll just 


remember to relax! 








TO EMPLOYERS: Your employees will 


Metropolitan’s free booklet— f M | Li f 
etropo itan Life benefit from understanding these im- 


“Fatigue . . . What To Do About 


That ‘Ti ina’ ; Insurance Company i R 
hat ‘Tired Feeling contains (A MUTUAL COMPANY) ya apes — about relaxation. Metro 
many helpful suggestions on how Riadetdit Bik. eactiniden iia ae politan will gladly send you enlarged 


to relax and keep fit. Write today Leroy A. Lincoln, PRESIDENT copies of this advertisement—suitable 


1 Maptson Ave., New York 10, N.Y. . 
for booklet 96-K. for use on your bulletin boards. 





TO VETERANS—IF YOU HAVE NATIONAL SERVICE LIFE INSURANCE — KEEP ITS 








HE U.S. NoW is assured of the biggest 

wheat crop and probably the biggest 
corn crop in history. The effect of these 
mammoth crops is to be more food of 
many kinds for the American public. 

The Pictogram shows a 1946 wheat 
harvest of 1,160,000,000 bushels, well over 
a third larger than the 840,512,000-bushel 
average of the preceding 12 years. And 
this year’s prospective corn crop of 3,442,- 
202,000 bushels is more than a third larger 
than the average of 2,546,026,000 bushels 
in the preceding 12 years. 

What this means is indicated by the 
fact that wheat and corn are basic in the 
making of nearly two thirds of America’s 
food. More specifically, it means this: 

Wheat products already feel the effect 
of the large crop. Bread and flour are more 
abundant. They and other cereal products 
will be even more plentiful, and perhaps 
cheaper, when restrictions on the use 
of wheat are eased, probably soon. 

Corn products will feel the impact next, 
then foods dependent on corn feeds. 

Poultry production will increase sharply 
beginning this autumn, when more feed 
becomes available with the corn harvest. 
The average U.S. consumer is likely to 
eat at least 25 pounds of chicken meat 
in 1947, against 23.6 pounds in 1946. 

Meat supplies will not be increased 
much until long after the expected drop 
in the price of corn, still decontrolled. If 
this occurs soon, more sows will be bred 
this autumn, with a bigger pig crop next 
spring and more pork by the following 
autumn. And more cattle will be put on 
grain feed this autumn, to be marketed 
beginning in the spring. A 7 per cent drop 
in the lamb crop this year will mean less 
of this meat in 1947. Altogether, the aver- 
age U.S. consumer is not likely to eat 
more than 150 pounds of meat in the next 
12 months, against 148 in the last 12. 

Dairy products will feel little effect of 
the corn crop. More protein meal may 
mean an end, in 1947, to the shrinkage 
of dairy herds. But consumers will eat 
less of dairy products in 1947 than the 
1946 total, the equivalent of about 119,- 
000,000,000 pounds of whole milk. 

For the long run, these great crops and 
the similar ones of the preceding five years 
show that this country can produce far 
more food than once was thought possible. 
Even allowing for less favorable weather 
than that of the last six years, these vast 
crops could become a permanent part of 
the American economy. 

If grain crops of this size are grown in 
1947 and 1948, with an end to big exports 
to famine areas abroad, there will be an 
even greater abundance of most foods 
and eventually surpluses, at least of wheat. 
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Coming over the mountains about 1825, 


James Crow introduced new methods and standards 





which revolutionized the making of whiskey in America. 
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A TRULY GREAT NAME | 
AMONG AMERICAS GREAT WHISKIES 
Kentucky Straight Whiskey + Bourbon or Rye * 100 Proof + National Distillers Products Corporation, New York 
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Should the next federal budget sur. 
plus be used to reduce incomes taxes 
or fo retire the national debt? 


Whether a prospective budget sur- 
plus should be used to benefit taz- 
payers or to reduce the federal debt 
is a question that has provoked wide- 
spread discussion. To present a cross 
section of views, The United States 
News asked members of Congress, 
bankers, business executives and oth- 
ers the preceding question. 

Answers are printed herewith. Oth- 
ers will appear next week. 


Senator George 


(Dem.), Ga.; Chairman, Senate Finance 
Committee, 
answers: 

The next federal budget surplus should 
be used to retire the national debt. 

It is imperative to accumulate a sur- 
plus by reducing spending, by reducing 
personnel and by cutting to the bone 
Army and Navy appropriations. Debt re- 
duction by applying budget surplus will 
necessarily be slow and_ gradual, but 
change in fiscal policy must be made to 
remove from banks debt-held federal obli- 
gations. 

The present fiscal program is not the 
sole, but an important, factor in bringing 
on and aggravating inflation. Cheap in- 
terest rates have political appeal, but 
actually reduce the value of the dollar. 
By all means, any budget surplus should 
be applied to debt reduction. 


John W. Hanes 


New York, N.Y.; Chairman, Finance and 
Operating Committees, The United States 
Lines Co.; Former Under Secretary of the 
Treasury, 

answers: 

To get the national economy back on a 
permanently sound basis, the wisest move 
would be to immediately cut taxes on 
earned income. This would be tremendously 
effective in coaxing venture capital out of 
hiding and in stimulating healthy new en- 
terprises. 

In contrast to all the theories and ex- 
perimentalism of the past decade, we need 
a little economic common sense. Think of 
the energies that would be released if the 
Federal Government declared that hence- 
forth federal and State taxes combined 
would never take more than 50 per cent of 
an individual’s earned income! 

This stimulus to enterprise would banish 
all threats of inflation brought about by 
shortage of goods and an excess money 
supply. 

The Government’s own financial house 
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will never be put in order until the Admin- 
istration is under compulsion to reduce 
taxes. Certainly the time to start is with the 
first postwar budget of $40 billions—many 
times higher than the last prewar years. 


rR, M. Hanes 


Winston-Salem, N. C.; President, Wachovia 
Bank and Trust Co.; Past President, Ameri- 
can Bankers Association, 


answers: 

I feel that any surplus of revenue over 
income in the federal Treasury should be 
used to retire debt and not to reduce taxes 
at this time. With the tremendous debt we 
now have, every effort should be made to 
reduce it in times of prosperity, and this 
cannot be done, accompanied by tax reduc- 
tions. 

A continuance of high taxes, I believe, 
will be borne by the people if there is a 
drastic cut in federal expenditures. I do 
not believe taxpayers will continue, with 
good grace, the present excessively high 
rates without an accompanying substantial 
cut in governmental expenditures. 


Herman W. Steinkraus 


Bridgeport, Conn.; President and General 
Manager, Bridgeport Brass Co., 
answers: 

Early reduction in the national debt as 
well as the encouragement of taxpayers by 
some reduction in their taxes are both 
highly desirable things to do. I believe 
that if some of each were done as soon as 
possible it would be better than to con- 
centrate applying all future surpluses 
either on the reduction of the debt alone, 
or on the reduction of individual income 
taxes. 

It is certain that the present scale of 
personal income taxes discourages initia- 
tive and risk taking. Even some modest 
move toward early lower tax rates and 
consistent plugging at reducing federal 
debt would start the trend in the right 
direction. The American people want more 
economy in government and also want 
some personal relief from high taxes. 


Roswell Magill 
New York, N. Y.; Professor, Columbia Uni- 
versity; Former Under Secretary of the 
Treasury, 
answers: (by telegraph) 
The key to successful management of 
the federal budget and the debt is intelli- 
gent control over, and persistent reduction 
in, federal expenditures. Expenditures were 
heavy during the ’30s, but today we plac- 
idly accept a budget five times as high. 
If we can barely balance a budget with 
today’s high national production, what 
shall we do tomorrow when production 
lev Is off? 
If the President and Congress really take 
the budget in hand, both income taxes and 
debt can be reduced, and they should 
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“You gentlemen have fine homes. But there isn’t a single one of you 
who enjoys the liveability of this $3000 a year machinist in our 
Santa Clara County plant. 


“This home is just 10 minutes by car from our plant. It is located on a 
half acre of land that has a little family orchard and a vegetable 
patch. This machinist enjoys fruits and vegetables that you can’t 
buy in a store. 


“See that little patio. That’s an outdoor living room. Dinner is 
served out there about six months in the year. Sometimes the meal 
is barbecued over glowing charcoal; other times it’s just a relaxing 
meal in the cool of the evening. 


“Naturally, this home didn't cost a fortune. A machinist can’t afford a 
mansion —and neither can the thousands of other workers who 
own their homes in Santa Clara County. 


“You all know how the production record in our Santa Clara County 
plant is far ahead of our other plants. But you didn’t know why. 
This is the reason—the Santa Clara County way of life—live- 
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ability plus! 


IF YOU ARE SEEKING A PACIFIC COAST LOCATION 


WRITE FOR THIS FREE BOOK 


It outlines all of the reasons why Santa 
Clara County is the fastest growing indus- 
trial area on the Pacific Coast. It's free if 
you write on your business letterhead. 


SANTA CLARA 











COUNTY Goer 


The population center of the Pacific Coast 
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NEW PROBLEMS FOR THE NLRB 


Decisions Facing Labor-Relations Unit as Mr. Reynolds Takes Office 


Actions ahead on agency’s 
policy of recognizing unions 
of foremen and workers 


Members with a business background, 
for the first time, are in the majority on 
the National Labor Relations Board. This 
balance is brought about by the appoint- 
ment of James J. Reynolds, Jr., now tak- 
ing office. Mr. Reynolds joins John M. 
Houston, a former lumber dealer, and 
Chairman Paul M. Herzog, a lawyer. 

This new line-up, however, is not likely 
to bring a major change in NLRB policies, 
since Mr. Houston and Mr. Herzog usually 
vote alike. It might, however, bring a more 
practical approach to employers’ problems. 
Any major revision of policies along the 
lines advocated by businessmen apparently 
will come only by congressional action. 

Mr. Reynolds brings to the Board the 
practical experience of a labor-relations 
executive in private business. He gave up 
a career in finance to learn the production 
side of industrv—sold his seat in the New 
York Stock Exchange and took a job as a 
day laborer in the foundry of the U. S. 
Pipe & Foundry Co., at Bessemer, Ala. 
Within a year, he was made director of 
industrial relations, and later became as- 
sistant to the president in charge of indus- 
trial relations. During the war, he handled 
labor-relations problems in the Navy, and 
served with the rank of commander as 


special assistant to the Under Secretary 


—Harris & Ewing 


JOHN M. HOUSTON 


of the Navy on labor-relations matters. On 
the NLRB he replaces Gerard D. Reilly, 
who resigned to enter private practice of 
law. 

Mr. Houston is better known as a for- 
mer Democratic member of Congress from 
Kansas. However, he is a former retail 
lumber dealer and former president of the 
Kansas Lumbermen’s Association. Despite 
his business background, his NLRB deci- 
sions are considered by some to be more 
prolabor than those of Chairman Herzog, 
whose background includes the chairman- 
ship of the New York State Labor Rela- 
tions Board, and service in the Navy as a 
labor-relations officer. 

New problems and new issues face the 
Board as Mr. Reynolds takes office. Among 
the more troublesome are the following: 

Foremen. The NLRB won a recent 
court decision involving foremen’s unions, 
but may be forced to change its current 
policy. The Circuit Court of Appeals at 
Cincinnati upheld the NLRB in a decision 
that ordered the Packard Motor Car Co. to 
recognize an independent union of foremen. 
The Court said, however, that its ruling 
applied only where the foremen were or- 
ganized in a union separate and_ inde- 
pendent from the union of production 
workers in the plant. Since that time, 
NLRB majority of Chairman Herzog and 
Mr. Houston, with Mr. Reilly dissenting, 
has extended recognition to foremen’s 
unions that are part of production workers’ 
unions. The NLRB might decide to change 





—Acme 


UNION ORGANIZER 


its policy to conform to the views expressed 
by the Court, or it might wait for a 
Supreme Court test on its policy. 

Free speech. The Herzog-Houston com- 
bination has been revising Board policy to 
permit employers more freedom to discuss 
union issues with their employes, but Mr. 
Reilly contended they had not gone far 
enough. Mr. Reynolds, if he should want 
to modify the policy further, probably 
would find himself in the minority, just 
as Mr. Reilly usually was. 

Secondary boycotts. Chairman Herzog 
and Mr. Houston have indicated they agree 
with Mr. Reilly in his opposition to second- 
ary boycotts, such as the action of a union 
in refusing to process timber that was 
felled by a rival union. The NLRB mem- 
bers believe, however, that an amendment 
to the Wagner Act and to the Norris-La 
Guardia anti-injunction law will be re- 
quired before the Board can act in such 
cases. 

Maintenance-of-membership and other 
provisions that were inserted in contracts 
on order of the War Labor Board are giv- 
ing the NLRB new problems. The indica- 
tions are that the NLRB will not hold 
an employer guilty of refusing to bargain 
if, in negotiating a revised contract, he 
merely declines to continue provisions 
ordered by the War Labor Board. Main- 
tenance of membership differs from a 
closed shop in that workers are given a 
period of time in which they may withdraw 
from a union, but those who elect to re- 





Harris & Ewing 


PAUL M. HERZOG 


. .. the NLRB was given a new background and a new load of troublesome tasks 
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Later Week 





main in the union must continue member- 
ship for the life of the contract, or lose 
their jobs. : 

Refusal-to-bargain complaints against 
employers have reached the highest point 
since 1938. They are being filed at the rate 
of about 125 a month, compared with 210 
per month in 1988. During the war, some 
unions sidestepped the lengthy NLRB pro- 
cedure and went directly to WLB when an 
emplover failed to neevotiate a contract. 
The WLB then ordered the terms of settle- 
ment. Some of these cases now are back- 
firing as emplovers refuse to continue such 
agreements. 

Discharge cases, also, now are at the 
high point since 1938. The rate is about 400 
monthly, against 580 a month in 1938. A 
major problem here is the closed shop. 
Membership raids as an aftermath of the 
war are complicating the situation. As an 
example, a CIO union with a closed-shop 
contract may find an AFL union trying 
to recruit members in the plant. The CIO 
promptly suspends those of its members 
who join the rival organization and then 
demands that the management discharge 
the employes because the contract provides 
that all workers must belong to the CIO. 

The NLRB is having increasing difficul- 
ties over this issue, and in one recent de- 
cision split three ways. The Board’s theory 
is that a rival union should be able to 
recruit members under a closed-shop con- 
tract, without discharge of the employes, 
within & reasonable period before the ex- 
piration date of the contract. This permits 
a rival union to compete for bargaining 
rights in an NLRB election when the con- 
tract expires. The wartime maintenance- 
of-membership clause ordered by WLB 
added to this problem. 

Elections for collective-bargaining rights 
are being sought by unions in far greater 
numbers than ever before. The average is 
running about 1,000 a month, against 300 
in 1938. One reason is the change-over 
of plants from war work to civilian pro- 
duction, often with a reduction in staff 
or a change in employes due to differences 
in product. A union that won bargaining 
rights from 2,500 employes in wartime 
may not be the choice of the remaining 50 
employes in a plant or of a different group 
of workers now employed there. A rival 
union, therefore, asks for an election. 

More delay. These and other issues 
are adding to NLRB’s work load at a 
time when the Board is being forced to 
operate with a smaller staff. Congress re- 
duced the agency’s budget $677,400 for 
the current fiscal year, requiring the dis- 
missal of 225 of the Board’s 985 employes 
by January 1. Officials estimate that the 
smaller staff will mean delay of nearly 13 
months in handling an unfair-labor-prac- 
tice case through the entire Board proce- 
dure, or nearly six months for a contested- 
election case. Such figures are about 
double those of the present timetable. 
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AND NOW TO LABOR: With the swearing in by Chief Justice Vinson of Ewan 
Clague (left) as new Commissioner of Labor Statistics, and Keen Johnson (sec- 
ond from left) as Under Secretary of Labor, Secretary Schwellenbach (right) has 
all his key aides now signed up for work. Incidentally, this is the first time in 
history the Labor Department has had an Under Secretary on its pay roll. 


—Acme 








Longer delays, the Board predicts, will 
mean more strikes. 





Hurdles for Return 
Of Mines to Owners 


Efforts now being made to terminate fed- 
eral operation of the soft-coal mines ap- 
pear to have little immediate chance of 
success. Both John L. Lewis, the mine 
union president, and the coal operators are 
willing to begin contract negotiations next 
month, as requested by the Government, 
but both have their own reasons for not 
wanting an early settlement. 

The problem confronting the Adminis- 
tration is how to let go of the mines, 
seized May 22. Policy of the Government 
now is to avoid seizure of strike-bound 
property except in extreme national emer- 
gencies. The Administration would like to 
end operation of the mines as quickly as 
possible, but it fears that Mr. Lewis might 
call another strike if the mines go back to 
private ownership before the operators 
agree to a new contract. Mr. Lewis did not 
end the previous walkout until Interior 
Secretary Julius A. Krug on May 29 signed 
an agreement, to be in force for the dura- 
tion of Government operation. 

Vice Admiral Ben Moreell, Coal Mines 
Administrator, has promised that the 
Government will not release the mines 
until a contract for private operation is 
signed by the operators. He made the 
promise in inviting both sides to start 
negotiations on September 10. 

Delay in these negotiations, however, 
may be expected because of a variety of 


factors. Some management representatives 
believe the conference may break up soon 
after it meets, due to the wide differences 
between the parties. 

The operators have protested that the 
cost of operating the mines under terms 
of the Government’s contract is too high. 
Some operators say they would prefer to 
leave the mines in the Government’s hands 
and later take their chances of collecting 
damages. Some operators also would like to 
wait until a court has ruled on the issue of 
foremen’s unions in the mines. A court test 
may be delayed several months, however. 
The operators were encouraged by a de- 
cision of a circuit court of appeals that up- 
held an independent union among Packard 
Motor Car Co. foremen, but stated that 
the ruling would not apply where foremen 
belonged to the same union as production 
workers. The Government has just put into 
effect a contract recognizing the United 
Mine Workers as a bargaining representa- 
tive for mine foremen, although the union 
also represents the coal miners. 

Mr. Lewis, on his side, has even more 


reasons for wanting to delay the negotia-’ 


tions. He may introduce new demands that 
are not included in the Government con- 
tract. Mr. Lewis probably would prefer to 
wait until the Government completes its 
present survey of housing, health and sani- 
tation conditions in the mining towns. It 
would help the union if the Government 
undertook to correct the conditions where 
it finds them to be unsatisfactory. Or Mr. 
Lewis may demand that the operators 
agree to make the necessary corrections. 
The union also needs more time under 
federal control to obtain assistance in 
forcing changes in some of the mines to 
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If your business requires 
truck bodies of any special 
design —if your particular 
requirements call for an in- 
dividualized style—you can 
get exactly what you need 
from your Ls Jim—your 
local Lindsay Body Builder. 


He has experience in 
your field. He has the 
know-how to meet your 
design requirements. And, 
he can build into your 
truck body all the basic 
advantages of Lindsay 
Structure: lightness, great 
strength, durability, all- 
metal construction, ease of 
repair, low over-all operat- 
ing costs. 


Ls service is nationwide, 
and there isa Lindsay Body 
Builder near you. Ask him 
today about your next truck 
body. The Lindsay Corpora- 
tion, 222C W. Adams St., 
Chicago 6, Ill.; 60 E. 42nd 
St., New York 17, New York; 
or Lindsay Structure (Can- 
ada) Ltd., Dominion Square 
Building, Montreal. 


TRUCTURE 


U.S. Patents 2017629, 2263510, 2263511 
U. S. and Foreign Patents and Patents Pending 


























ADMIRAL MOREELL 
Coal Mines Administrator 
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meet a newly ordered federal mine-safety 
code. Mr. Lewis will insist upon a con- 
tract that can be reopened on wage issues 
on a month’s notice. 


Stable Wage Policy 
Despite Decontrols? 


Decision of the Price Decontrol Board 
te leave dairy products and grains un- 
controlled, while restoring ceilings on 
meat, apparently is to bring no immediate 
change in Government wage policy. Two 
recent actions by the Wage Stabilization 
Board provide a tip-off as to the Board’s 
attitude. 

One clue can be found in a decision in- 
volving AFL seamen. The Board refused 
in this case to approve for pricing pur- 
poses the full amount of a wage increase 
that had been agreed upon by union and 
employers. This case might have been 
used as a test for revising wage policies 
in the light of the Decontrol Board’s de- 
cision to let dairy and grain prices, which 
affect the cost of living, find their own 
levels. Instead, a WSB majority, with 
labor members dissenting, approved only 
a portion of the increase that had been 
reached through bargaining. 

WSB found that, under existing stabili- 
zation rules, it could approve for pricing 
purposes an increase of only $17.50 a 
month, the same raise that it had ap- 
proved earlier for CIO maritime unions. 
The AFL seamen had won raises of as 
high as $22.50 and $27.50 a month for 
some workers. The WSB action does not 
prevent payment by the employers of the 
full amount of the increases, but the em- 
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A NEW YORK BANK was snowed under with 
paper work on applications for loans for new 
construction and home repairs. A stream- 


* lined system built around Multigraph dupli- 
cators eliminated Ititudi forms, eased , AIR TRAVEL 
work and pressure, and speeded flow. Z 3 
Pa 








qucts AN INTERNATIONAL AIR LINE turned to Mulfti- 
/ graph for issuing maintenance, flight, and 


training manuals, standard instructions, and 
inter-office bulletins and with surpris- 





ing results in lowering operations cost, and 


m Ss ( as yous de uutauaan mies 





A MUSIC PUBLISHING house in Tin Pan 
Alley discovered in Multigraph duplicat- 
ing a way to issue special orchestrations 
on short notice, cutting costs and popular- 
izing new hit tunes quicker. 


A FAMOUS SOFT DRINK MANUFACTURER dis- 
satisfied with its “Inventory Report” system for its 
nation-wide branches found the right answer in a 
Multigraph method, effecting economies through 
better inventory controls and aiding sales analyses. 


pie seems no limit to the profitable ways new Multigraph meth- 
ods can serve a// types of business and industry, large and small. 
Why not learn what a trained Multigraph systems man can work 
out for you. No obligation. Phone our local office or write Methods 
Department, Addressograph-Multigraph, Cleveland 17, Ohio. 


Multi raph 


TRADE-MARK REG US PAT OFF 


SIMPLIFIED BUSINESS METHODS 


Multilith, Systemat and Multigraph are Registered Trade Marks of Addressograph-Multigraph Corporation 
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IROPERLY planned and integrated tags can do a lot to help you get 
back to top production on peacetime lines. If your present system is 
keeping you in hot water, why not decide right now to put the problem 


up to Dennison. 


Dennison has been studying this subject for years. During this time we 
have helped develop modern, smooth-functioning tag systems for prac 
tically every industry and type of manufacturing operation. So don’t 
hesitate to send us your problem because you feel it is “different.” 


Whether you are primarily interested in better tags for raw materials 
control— production routing and scheduling —inspection—shipping records 
or other phases of your plant operations, Dennison can offer you practical 


suggestions. 


Remember, too, that you do not have to pay a premium price for expe: 
rience and know-how when you put your problems up to 


Seunison 
SPECIALISTS IN PAPER PRODUCTS FOR OVER A CENTURY 


Many Dennison-developed production tags are for hand endors- 
ing. Others are imprinted with variable code information by 
our Dial-Set Printer. For further information write Dennison 





Manufacturing Company, 148 Ford Ave., Framingham, Mass. 


TAGS + LABELS + SEALS + SET-UP BOXES » MARKING SYSTEMS + PAPER SPECIALTIES 
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Later Week 


ployers must absorb without compensating 
price increases any raises that they may 
pay above $17.50 a month. 

Another clue is provided by the refusal 
to consider a change in wage policy at this 
time. Labor members had proposed that 
the present policy be re-examined at once 
in view of the action of the Price Decontrol 
Board. Instead, a majority of the WSB 
decided to watch price trends for a month 
or so before considering a more liberal pay- 
increase policy. 

What is indicated is that the Govern- 
ment intends to move slowly on revising its 
wage policy, hoping that prices can be con- 
trolled sufficiently to forestall a second 
round of postwar wage increases. 





New Labor Disputes 
And Settlements 


Strikes are continuing to interfere with 
production in a variety of industries. The 
situation at the end of last week was this: 

Shipping. Agreements between the CIO 
National Maritime Union and two ship 
operators—Standard Oil Co. of Indiana 
and Bethlehem Transportation Co. of New 
York—set a pattern for ending the union’s 
strike against Great Lakes shipping lines. 
The pact called for a 48-hour work week 
at sea and a 44-hour week in port. The 
work week before the strike was 56 hours. 

Three tanker firms filed a damage suit 
against the union, charging that existing 
contracts had been broken by the walkout. 

Coal. Strikes broke out in 19 Indiana 
soft-coal mines, sending home 5,200 miners. 
United Mine Workers officials, who said 
the walkouts were not authorized by the 
union, urged the strikers to return to work. 
The strikers were demanding reinstate- 
ment of 28 miners recently laid off at a 
mine near Terre Haute. 

Railroads. The United Mine Workers’ 
District 50 postponed for one month a 
strike it had scheduled for August 23 
against the Long Island Rail Road. The 
delay followed appointment of a presi- 
dential emergency board to make recom- 
mendations in the dispute. Officials of 
District 50 have announced that they will 
insist upon changes in the working rules in 
addition to wage concessions promised by 
the company. The management is willing 
to grant the same settlement that was ac- 
cepted by the railroad brotherhoods in 
their recent national dispute. 

Autos. A weekly report by General 
Motors Corp., which serves as a barometer 
of strikes in auto-parts plants, showed a 
decline in such strikes affecting GM _ pro- 
duction. The drop was from 72 to 63, of 
which 49 were in U.S. plants and 14 in 
Canadian plants. Twenty of the strikes 
have been in effect more than 60 days. 

Communications. An embargo on news 
dispatches from abroad was lifted by the 
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CIO American Communications Associa- 
tion as it submitted its dispute with Press 
Wireless, Inc., to arbitration. The arbi- 
trator ruled that the company, under its 
contract with the union, did not have the 
right to lay off 46 employes without sub- 
mitting the question to arbitration. He also 
held that the union had no right, under 
the contract, to call the strike without go- 
ing to arbitration. 

Rubber. CIO strikes closed plants of 
the Firestone Tire & Rubber Co. and the 
Lake Shore Tire & Rubber Co., in Des 
Moines, Ia., sending 1,300 employes 
home. Grievances and wage issues were 
involved. 

Farm equipment. Negotiations be- 
tween J. I. Case Co. and the CIO con- 
tinued in an effort to end a strike in 
progress since December 26 in two of the 
company’s farm-implement plants. Strikes 
of CIO unions against Allis-Chalmers Co. 
also continued. 

Electrical. A CIO strike against Phelps- 
Dodge Copper Products Corp., at Eliza- 
beth, N.J., continued. It has been under 
way since Jan. 7. 



























































The trend of new strikes in recent 
weeks is shown in the chart above. 
Each figure represents the number 
of strikes to which conciliators of 
the U.S. Conciliation Service were 
assigned during the weeks ending 
with the above dates. For example, 
during the week ended June 26, 80 
new strikes were called, as against 
63 in the week ended August 21. 
Although 63 new strikes were re- 
ported in the week of August 21, 
eonciliators settled 21 strikes during 
the same period. 
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THIS SHIPMENT 
TRAVELED 
981 MILES... 







ORKING CLOSELY with your products and often save you 
shippers, Erie loading speciale time and money. 
ists develop methods of loading and Result: a load which can’t shift, 
packaging commodities to make shake, or crush—which travels safely 
them stay firmly, safely, in position and undamaged to its destination. 


sn Sarnenencigg Taga ante Loading and packaging counsel is 


These Erie men analyze your pack- _— another progressive Erie service to 
aging, blocking, bracing, and load- bring even greater benefits to Erie 
ing operations ... make helpful shippers. This service is available to 
suggestions which better protect youthroughany Erie Representative. 


Erie Railroad 


SERVING THE HEART OF INDUSTRIAL AMERICA 
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THOUSANDS OF EXPLOSIONS—real explo- 
sions—powertul explosions. Each strong 
enough to move your car...but none of 
them loud enough to make you turn 
around. 

Quiet—but exciting moments like 
these—moments spent taking the noise 
out of explosions, putting more power 
at your disposal—are typical scenes in 
Cities Service faboratories across the 
nation. There, exhaustive studies are 
continuously being made to provide 
better gasolene and fuel products. 


In 1929, Cities Service developed and 
patented the famous Power Prover—a 
device through which you can gauge the 
real efficiency of an engine by measuring 
the oxygen and combustibles in the ex- 
haust gases. Later, Cities Service applied 
the Power Prover technique to aviation 
problems—as a result these instruments 
became invaluable to us in the war. 


And so it goes—the advances of to- 
day are waiting for the car of tomorrow. 
Yes, you can look to Cities Service for 
important new developments where pe- 
troleum is concerned. Cities Service Oil 
Company, Sixty Wall Tower, New York 5, 
N. Y.; in the South, Arkansas 
Fuel Oil Co. 
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explosions at work! 








Weve Been Alslkkeels 
HOW TO GET A HOSPITAL 


A five-year plan for increasing hospital 
facilities of the nation is being started by 
the Federal Government. The plan calls 
for extensive construction of hospitals and 
public-health centers in each State. with 
the U.S. paying one third of the cost, 
and States and communities two thirds 
Total cost of the over-all program during 
the next five years is placed at $1,125,- 
000,000. This is in addition to federal ex- 
penditures for building hospitals for 
veterans. 

Surveys already are being made in some 
States to determine their hospital needs, 
with a view toward sharing in this federal 
program. But plans for expansion must 
be approved by the U.S. Public Health 
Service before States can obtain federal 
hospital grants. Rules and standards that 
will guide approvals now are being drawn 
up by the Public Health Service. 


Just what must a community do to get 

aid in building a hospital? 
A community or organization that wants to 
get federal financial aid in building a hos- 
pital must apply through its State author- 
ities, instead of going directly to the 
Federal Government. Here is how it works: 
The Governor of each State will select 
one State health or medical agency to 
study needs of various localities for hos- 
pitals. This agency, with the advice of a 
special advisory committee to be named 
by the Governor, will draw up a State 
plan with recommendations for hospital 
building. . 


Individual applications for federal funds 
will be sent to this agency. Thus, communi- 
ties and groups wishing to share 1n the pro- 
gram should get in touch with their State 
agency as soon as possible after it is desig- 
nated by the Governor. 


What must be shown to get aid? 

First of all, it must be shown that the pro- 
posed hospital is to be run strictly as a non- 
profit institution—or no federal funds will 
be available. Also, the community or other 
sponsors of the project must submit plans 
for building. They must show that they 
have, or can raise, financial backing for 
constructing and operating the hospital 
or health center. They must show that they 
have, or can acquire, the land needed for 
the undertaking. And emphasis should be 
placed on the need for hospital facilities in 
the area. 


Who can get financial aid for hos- 
pitals? 

The program opens the way for almost 

any type of nonprofit group to apply for 

federal hospital funds. The sponsors might 

be a State, municipal or county govern- 

ment, or a group cf them. They might be 


corporations, groups of individuals, church 
or fraternal organizations, or universities 
and medical schools. But they must meet 
federal standards for hospital construction, 


How does a State decide who should 
get federal funds? 

Final decision is supposed to be determined 
by greatest need. That is why each State 
must make an over-all survey of the hos- 
pital situation before submitting a recom- 
mendation to the U.S. Public Health Serv- 
ice for approval. Thus, a city or community 
where there are few or inadequate hospital 
facilities has a better chance to get a plan 
approved than one where there already 
are facilities. Furthermore, the Hospital 
Construction Act, just approved by Con- 
gress, orders that special consideration be 
given to hospitals in rural areas with small 
financial resources, in deciding on priorities 
for Government aid. 


What federal standards must be met? 
These standards are being drawn up by the 
Surgeon General of the U.S. Public Health 
Service. They must be approved by a new 
Federal Hospital Council, which is to be 
set up, and by the Federal Security Ad- 
ministrator. The standards will set forth 
requirements on construction for different 
classes of hospitals in different locations. 
One requirement is that a certain amount 
of free hospital service be provided for per- 
sons who are unable to pay. 


Will there be emphasis on co-oper- 
ative medicine or single-price serv- 
ice? 

U.S. health officials say no, so far as the 
Federal Government is concerned. They 
say that this is a straight hospital-develop- 
ment program, with all decisions on medi- 
cal fees and payments being made locally. 
Sponsors of the plan insist that the Federal 
Government will have no control or super- 
vision over actual operations after the 
federally aided hospitals are completed. 
And selection and payment of doctors, 
nurses and other employes of hospitals will 
be left entireiy in the hands of those operat- 
ing the hospitals No federal funds are 
provided for maintenance. And each State 
makes its own rules on standards for 
operation and maintenance. In some States, 
this might mean a delay in participating in 
the program if existing laws have to be 
changed. States have until July, 1948, to 
comply, and to get their share of the 
hospital funds. 


What costs will the Government help 
to pay? . 

The Government wiil pay une third of the 

actual cost of building new hospitals and 

public-health centers, and of expanding, 

remodeling or altering present facilities. It 
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will pay one third of the cost of initial 
equipment, but not of replacement equip- 
ment. It also will pay a share of architects’ 
fees, but not of legal fees that might be 
involved. Nor will the Government help 
to pay for the land required, except in the 
case of public-health centers. 


When will actual construction start? 
Actual construction under the program 
will not get under way until early in 1947. 
Surveys, inventories and general planning 
must come first. Congress authorized con- 
struction appropriations of $75,000,000 for 
the current fiscal year and for each of the 
following four years. But it did not actu- 
ally appropriate the money. This probably 
will be one of the first acts of the new 
Congress convening in January. 


Congress did, however, appropriate a large 
part of the $3,000,000 which the Federal 
Government is authorized to use in paying 
one third of the cost of the State hospital 
surveys. This money already has been 
allotted among the States, and some have 
begun their surveys. Others are planning 
to start shortly. ; 


How is this money divided? 

The survey money is allotted on the basis 
of population, but quotas for construction 
also take into consideration the per capita 
income of each State. Under this formula, 
some low-income States get larger quotas 
than larger States in population. Thus, un- 
der a tentative allotment by the U.S. Pub- 
lic Health Service, Texas gets the largest 
amount, with $4,842,000 annually. Penn- 
sylvania is second with $4,551,000. Both 
North Carolina, with $3,432,000, and 
Georgia, with $2,978,000, are ahead of New 
York, which is in fifth place with $2,945,- 
000. Next in order come Alabama, Illinois, 
Ohio, Tennessee, Kentucky and Puerto 
Rico. Funds not used by States in one 
year can be carried over and added to their 
allotments for the next year. 


What about the Federal 
Council? 

This is a group to be appointed by the Fed- 
eral Security Administration, with the Sur- 
geon General as chairman. There will be 
eight other members of the Council, half 
of them representing consumers of hospital 
services. Their salaries are to be fixed by 
the Security Administrator. 


What will the Council do? 

The Council is supposed to consult with 
the Surgeon General regarding standard re- 
quirements under the program and other 
matters. Furthermore, State agencies whose 
plans for hospital developments are turned 
down by the Surgeon General can take ap- 
peals to the Federal Hospital Council. And, 
after a hearing, the Council can overrule 
the Surgeon General, and order a State 
plan approved. Provisions also are made 
for the States to take their cases to a 
circuit court of appeals, or even to the 
Supreme Court, if they are dissatisfied with 
tulings of the Surgeon General. 
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Do you operate 
q high cost steam plant? 


O you buy premium fuels to avoid smoke nuisance? Do you waste coal 


attempting to follow a variable load with hand firing? Do you have to 


“push” your boilers to get all the steam you need? 


There are many thousands of cases on record where Iron Fireman stokers 


have cut costs by using low-grade coals while, at the same time, eliminating 


smoke nuisance ; cases where recording gauges show steady steam pressure with 


widely fluctuating loads; where steam output has been stepped up 50% or more. 


Fazel Brothers Co., Perry, lowa, cut 
fuel costs, increase production 
with half as many boilers 


Fazel Brothers Co., processors of hybrid 
seed corn, have compiled the following 
record after converting from hand firing to 
Iron Fireman stoker firing: Production up 
84%, steam costs down 294%, one boiler 
does work previously done by two. Writes 
Mr. D. H. Fazel, ‘““When hand firing both 
boilers we were at times unable to develop 
sufficient heat to keep our drying machinery 
at full capacity. With the Iron Fireman 
stoker, we operated the full season, using 


_ = 
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but one boiler at a time, and had more 
than sufficient steam for all needs.” 


What about YOUR steam costs? 


Is your plant wasting what Iron Fireman 
users are saving? You can get an accurate 
and impartial answer, without cost or obliga- 
tion, by requesting a survey of your boiler 
plant. Write to Iron Fireman Mfg. Co., 
3024 W. 106th St., Cleveland 11, Ohio, 
builders of stokers, oil burners, self-firing 
boilers, furnaces for home heating, and 
commercial and industrial stokers. Plants 
in Cleveland, Ohio; Portland, Oregon; 
Toronto, Canada. Engineering, sales and 
service organization covers the continent. 


FIREMAN | 


AUTOMATIC COAL STOKERS 
FOR HEATING, PROCESSING OR POWER 


39 








) 


(This article represents the result of an 








Speci Report. 


Plans to lay up many 
Libertys. Battle over 
constructing fast liners 


The size and shape of America’s post- 
war merchant fleet is being determined 
now. Hot arguments are developing over 
the number and kind of ships to be used. 
The controversy reaches into the White 
House and will echo through the next 
Congress. National defense as well as post- 
war shipping is at stake. 

White House officials are taking the 
position that America, with two thirds 
of the world’s ships under its flag, is well 
equipped now, even if a war should break. 
But shipping men and naval experts are 
not too sure. Other nations are hurrying 
ahead with the construction of big, fast, 
new ships. The U.S. is holding up such 
construction. Both ship operators and the 
Navy are eager to see such ships built now. 

Too many ships. Right now, the big- 
gest handicap to the development of a 
fast and efficient merchant marine is the 
fact that the U.S. has too many ships. 
But, although upward of $15,000,000,000 
has gone into the building of these ships, a 
great many of them are the wrong kind 
for competitive, peacetime commerce. 

In essence, the argument boils down to 
a question of whether wagons should be 
used to do the work that experienced 
shipping men contend can be done best 
by high-speed motor cars and_ trucks. 
During the war, the wagons came in 
handy. They moved goods. But they do 
not fit into modern, efficient transport. 

World's biggest fleet. What has hap- 
pened is that, during the war, the United 
States built the biggest merchant fleet 
that any nation has ever had. Taking 
into account losses due to the war and to 
marine disasters, the United States came 
out of the war with 5,802 merchant ships 
having a total dead-weight tonnage of 
57,791,400. This country had 13.5 per cent 

of the ocean-going ships in 1939. It now 
has upward of 61 per cent. 

But in that 61 per cent are a lot of 
wagons. They are called Libertys. The 
Liberty was designed in the days when the 
Allies needed to build ships faster than the 
enemy could sink them. It was a ship that 
could be built by the amateurs who were 
crowding into newly built yards. It was 
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2 extensive research on a topic of out. 


standing importance in National Affairs.) 


FUTURE OF MERCHANT MARINE: 
USING OUR WAR-BUILT SHIPS 


Outlook for Keeping 11,000,000 Tons of American Vessels in Trade 


slow, but it would float and would carry 
cargo. Almost half of the ships in the 
present merchant marine are Libertys. 
Where it is. The fleet now is being re- 
shuffled. During the war it was operated 
under the auspices of the War Shipping 
Administration. Chairman W. W. Smith 
and the Maritime Commission are busy 
working out new contracts for sale, lease, 
charter and operation after September 1. 
WSA-Maritime Commission control. Of 
the ships still in service, almost half— 
2,266, with a dead-weight tonnage of 
23,532,800—are completely in the hands 





Harris & Ewing 
MARITIME CHIEF SMITH 
. . . too many “‘wagons‘’? 


of WSA and the Maritime Commission. 
Only about a third of these—764—are in 
use. Of them, 254 have been allocated to 
carry relief cargoes for the United Nations 
Relief and Rehabilitation Administration, 
418 are carrying cargoes that deal with 
one or another of the international pro- 
grams, and 92 are serving as troopships. 

Lend-Lease Operations occupy 422 ships. 
They are owned by the U.S., but are oper- 
ated under charters by foreign governments. 

The Army and Navy are using 859 of the 
merchant-marine ships. The Army has 
285 and the Navy 574. These are hauling 
men and supplies to and from Army and 
Navy bases around the world. 


Reserve fleet. More than one fifth of 
the ships already have been retired into 
the reserve fleet. A total of 1,262 ships, 
12,902,200 dead-weight tons, have been 
dropped out of active service and moved 
into isolated spots for anchorage. 

Private operation. About one out of 
every six ships has been returned, sold or 
chartered to United States citizens for 
operation. This total is 993 ships, with a 
dead-weight tonnage of 10,430,800. 

All of these 5,802 ships are seagoing 
craft. Among them are all kinds of car- 
riers, old and new, tankers and dry-cargo 
ships, passenger liners and colliers. Many 
of them now are being converted from war 
back to peacetime uses, from troopships 
back to passenger craft. 

Postwar uses. The nation’s over-all 
shipping policy, prescribed by the Mer- 
chant Marine Act of 1936, calls for a fleet 
big enough to carry the water-borne do- 
mestic commerce and a good portion of 
the foreign trade, and big enough to serve 
as a naval and military auxiliary in war. 

The job that Maritime Commission is 
tackling now is one of retiring into the re- 
serve fleet the least serviceable ships and 
selling all possible of the rest to postwar 
users. Surveys of future needs show: 

Dry-cargo foreign trade will require 
about 4,000,000 tons, or 400 ships. This 
estimate is based on the assumption that 
America’s foreign trade will be 50 per 
cent larger than it was before the war, 
and that, of the total of this country’s 
foreign trade, vessels flying the American 
flag will handle half. This is about 75 
per cent more shipping than American 
vessels handled before the war. 

Coastwise-cargo prospects are smaller 
than before the war. ‘there were 143 
coastwise, dry-cargo vessels operating in 
1939. Operators in this trade think 100 
fast ships can handle this trade now, and 
that the total may fall as low as 75. They 
figure 1,000,000 tons as the maximum. 

Trade with island possessions, such as 
Puerto Rico and Hawaii, which used 44 dry- 
cargo ships before the war, may climb to 
50 in the next few years—or 500,000 tons. 

Intercoastal trade, moving by ship 
through the Panama Canal between the 
Atlantic and Pacific coasts, will use about 
100 ships, 1,000,000 tons. 

The tanker outlook is for about the 

same usage as be!ore the war. The calcula- 
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Special Report 





tions are for something more than 60 tank- 
ers in the foreign service and 180 in the 
domestic service, or about 1,000,000 tons 
in the one and 3,000,000 tons in the other, 
for a total of some 4,000,000 tons. 

Tramp shipping by Americans is not ex- 
ected to run higher than 50 ships, or 
500,000 tons. Although about a third of 
the cargo entering and leaving American 
ports before the war was carried by tramp 
steamers, Americans have had little success 
in this field. 

The total amount of shipping that ma- 
rine operators and the Maritime Commis- 
sion figure will be handled by American 
ships in the period ahead adds up to a use 
for about 1,000 ships, or a total tonnage of 
about 11,000,000. These figures do not in- 
clude Great Lakes and inland waterways 
operations. 

Weakness of fleet. In the main, 
enough ships of the right kind are on hand 
to meet the needs of the operators. So far 
as practicable, the war-built vessels will be 
fitted into the new American merchant 
marine. But there are several weaknesses. 

Passenger vessels. There is a shortage 
of good passenger vessels. Some of the 
finest of these ships that were in the old 
prewar merchant marine have been lost. 
Others have been damaged or so exten- 
sively changed that it may not be feasible 
to alter them. And some of those that are 
left are likely to be kept by the Army and 
Navy for some time to come. 

It was this shortage which led to the 
plans of the Maritime Commission to 
build five large passenger vessels-—a plan 
which John R. Steelman, the Director’ of 
War Mobilization and Reconversion, act- 
ing under instructions from President 
Truman, has ordered held in abeyance. 

Not only ship operators, but the Navy 
backed the plan for construction of these 
vessels. The chief foreign competitors are 
pressing ahead with shipbuilding pro- 
grams, and the postponement is calculated 
to give them a head start in this field. 
Hottest competition will come from the 
British. the Scandinavians and the Dutch. 
What U.S. operators and the Maritime 
Commission were seeking was not super- 
liners, such as the Queen Elizabeth, but 
good, fast, comfortable passenger liners. 

Small freighters, and ships with refrig- 
erator space also are missing from the 
fleet. Some of the war-built ships have 
refrigerator space, but the demand for 
such equipment has been developing for 
some time. Small freighters are usable in 
the coastwise and nearby foreign trade. 

These freighter deficiencies can be reme- 
died without too much trouble, but the 
passenger-ship shortage will handicap op- 
erations in the North Atlantic, South 
Atlantic, Mediterranean, Australasian and 
trans-Pacific trades. 

The over-all picture. In spite of such 
lacks the American merchant marine is 
in the best shape ever. 
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A rough breakdown of the merchant 
marine shows: Upward of 30,000,000 tons 
of good, new ships in first-class condition; 
20,000,000 tons of old ships, many of 
which are in good condition, but some of 
which have been raced through all of the 
waters of the earth; 7,000,000 tons that 
range in age from 17 to 50 years and 
should be scrapped. 

The best estimates of what will hap- 
pen to these ships indicate: Trade demands 
by American operators will use about 11,- 
000,000 tons, or 1,000 ships, in the new 
American merchant marine. The Army and 
Navy will continue to use about 5,000,000 
tons of merchant-type shipping, or about 
500 ships. Between 6,000,000 and 7,000,- 
000 tons will be sold for scrap at prices 
ranging from $5 to $21 a ton, or $16,500 
and up for ships that cost $1,600,000 to 
build. Foreign countries will take 7,000,000 
or 8,000,000 tons for their use. 

After all of these sales, leases and other 
operations have been carried out, the 


United States will be left with some 30,- 
000,000 dead-weight tons of shipping on 
its hands as a heritage of the second World 
War. Since half of the fleet consists of Lib- 
ertys, and the demand for Libertys for 
postwar uses 1s low, most of the vessels 
which are to be laid up in the reserve 
fleet will be of that type—good, sturdy 
work horses with a large carrying capacity, 
but not adapted to the special uses of 
modern trade. 

This reserve fleet is regarded as an ace 
in the hole in the event of future wars. The 
Maritime Commission figures that a Lib- 
erty can be maintained in good condition—- 
including dry-docking—for 20 years for 
$50,000 It now is beginning to move 
them into permanent anchorages as close 
as practicable to shipyard and dry-dock 
facilities. 

The high-speed motors and trucks of the 
sea will be turned to peacetime uses; but 
the wagons will be there in case they ever 
are needed. 
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FLOW OF CAPITAL TO BUSINESS 


Loans and Security Sales That Are Approaching Record Levels 


Continued decline in total 
bank credit as Treasury 
retires Government issues 


From banks and the public, U.S. busi- 
ness is drawing capital at a rate that 
approaches a new record. And indications 
are that the demand for new money is 
not to diminish in the period ahead. 

What is happening is this: 

Bank loans to business, up one third 
since V-E Day, have reached a volume 
of around $10,000,000,000. This is the big- 
gest volume of business loans since the 
credit boom of the early ’20s. 

Security sales are producing something 
like $130,000,.000 a month for business 
enterprises. Since V-E Day, businesses 
have drawn more money from the security 
market than in any similar period since 
1930-31. 

New money is being used for many 
purposes. These include: 

Plant expansion is an important pur- 
pose for which business is getting new 
capital. Expenditures on new plants and 
equipment more than doubled in 1945, and 
these expenditures have continued on a 
similar scale in 1946. The Federal Reserve 
Board reports that most of this expansion 
has been by manufacturing and mining 
establishments. 

Two factors explain this investment in 
new equipment: first, reconversion from 
war production to civilian production, and 
the replacement of worn-ouc equipment, 
not available during war, to get back to 
prewar capacity; and, second, expansion to 
meet the big postwar market for civilian 
goods. 

Inventory needs are another important 
fz.ctor in the demand for new capital. Ex- 
penditures for this purpose are to increase 
as goods become more plentiful. During 
war, many consumer goods were available 
only on a week-to-week basis, and even 
now many goods are so short that dealers 
cannot accumulate stocks. A recent sur- 
vey showed that inventories in retail 
stores early this year averaged less than 
a month’s sales, and wholesalers’ inven- 
tories were even smaller. 

Ordinary business operation, now that 
prices are rising sharply, takes more 
money, and thus creates a demand for 
loans. This factor hits hardest in_busi- 
nesses that still suffer from shortages of 
goods to sell. 

New businesses are accounting for an 
increasing volume of bank loans. Many of 
these are GI loans, guaranteed by the 
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Veterans’ Administration up to 50 per 
cent. This kind of lending is increasing 
sharply. Already, a total of 21,000 such 
loans, aggregating $63,500,000, have- been 
made to finance all kinds of business en- 
terprises. Some of them were made to 
establish new businesses, some to expand 


existing businesses. Defaults on these 


loans total 154. Commonest of the GI 
failures is the trucking business. 

Bank loans to business have increased 
as Government wartime lending decreased. 
This shift in financing from public to 
private sources has resulted in a jump 
outstanding 


in banks’ business loans 





Term loans—long-term bank loans, 
made mostly to big companies—are _in- 
creasing in importance. Term loans became 
popular in the eight years or so preceding 
the war, and now promise to become a 
major form of business financing. Some 
firms are using this type of loan to retire 
higher-cost bonds and preferred stock. 

In the last year, big corporations have 
obtained term loans with maturities up to 
10 years at 14% per cent. These loans have 
ranged as high as $50,000,000. So far, this 
kind of lending is confined largely to big 
companies. Some economists predict that 
in years ahead it will be extended to small 





—Veterans’ Administration 


NEW BUSINESS STARTED BY A GI BORROWER 
. .. to date—21,000 loans, aggregating $63,500,000 


from $7,500,000,000 in the summer of 
1945 to $10,000,000,000 in the summer 
of 1946. 

The volume is still going up. The Fed- 
eral Reserve Board reports that, in the 
week ended August 14, commercial, in- 
dustrial and agricultural loans by member 
banks in 101 leading cities jumped 
$159,000,000. These banks account for the 
major portion of the lending, but the in- 
crease has been nation-wide. Both large 
and small banks are boosting their lending 
volume steadily. 

Nor have there been the usual seasonal 
declines. This is one of the factors that 
cause Government and banking officials to 
predict: that the rise is to continue over a 
long period. Early in 1946, a period when 
lending normally would decline, the vol- 
ume continued to increase. 


and middle-sized concerns, and thus will 
assume new importance. 

Term loans usually are repaid in regular 
installments. Sometimes they are made on 
a graduated interest scale. 

Total bank credit still is declining, de- 
spite the sharp upturn in commercial and 
farm loans. The expansion of private 
loans has not yet been enough to offset 
the decline in bank-held Government 
debt. Securities retired by the U.S. Treas- 
ury in recent months have been taken, in 
large part, out of the holdings of the 
banking system. It remains to be seen 
whether, over a long period, the Treasury 
can retire securities out of banks as rapid- 
ly as banks expand their private lending 
The Government is trying to prevent an- 
other expansion of bank credit. 

The Federal Reserve Board points out 
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A Gor Lxvene 


Higher and higher rises the curve of crime. Recent 
figures show an increase of 19% in serious crimes 
over the same month of the previous year. And 
dishonesty is still increasing. 

That’s why you cannot afford to take chances. 


More than ever, your company needs the protec- 





“Consult your Insurance Agent or Broker 
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tion of Fidelity Bonds. Bonding not only protects 


your company but also builds employee morale 
by providing a tangible “clean bill of health.” 


Mail the coupon below for your free copy of 
*1001. Embezzlers.” This unusual book portrays 
the average male and female embezzler . . . gives 
the facts behind many typical cases of employee 


dishonesty. Send for your copy today! 


as you would your Doctor or Lawyer” 





Fill Out and Mail This Coupon: 


Te 


U.S. KF. & G. 


UNITED STATES FIDELITY & GUARANTY CO. 


affiliate: 
FIDELITY & GUARANTY FIRE CORPORATION 


HOME OFFICES: BALTIMORE 3, MD. 








Unitep States Finevity & GuARANTY Co, 
135 E. Repwoop STREET 
BALTImMorE 3, Mp. 


Please send me, without obligation, a copy of ‘1001 
& PY 


Embezzlers.” 
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he dual 
responsibility of 
the Juvestment 
Ranker 


As America looks forward to a period 
of business activity, unprecedented in 
peacetime, there are danger signals 
ahead for all investors who care to 
look and listen. 

There is danger that, lured on by 
the hope of getting rich quickly, many 
investors may be induced to part with 
their reserves, even their War Bonds, 
for securities of dubious value. 

Like other investment bankers, 
Van Alstyne, Noel & Co. has a two- 
fold function: 


1. To supply capital funds to well- 
managed companies, thereby as- 
sisting in their growth. 


2. Directly or through dealers 
throughout the country, to pro- 
vide investors with securities of 
these companies at fair prices. 


To the furtherance of this task we 
bring bread experience, competent re- 
search and statistical facilities and the 
cooperation of hundreds of invest- 
ment dealers. 

Recognition of this dual responsi- 
bility prompts us to suggest to in- 
vestors that on most worthwhile 
securities adequate information is 
available today. Get it through your 
own investment dealer. 

Caution is necessary in investing 
wisely. Full data is a prime requisite. 


VAN ALSTYNE, 
NOEL & CO. 


Members 
New York Stock Exchange 
New York Curb Exchange 


52 Wall Street, New York (5) 
1500 Walnut St., Philadelphia (2) 
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the close connections between price trends 
and business borrowing. It warns that 
sharp price rises and disorderly inventory 
conditions, such as followed World War I, 
would increase bank loans and deposits 
considerably and add to inflationary pres- 
sures. 

Security sales for new money have ad- 
vanced from $10,000,000 a month to 
$130,000,000 a month since June, 1945. 
The present rate is more than one and one 
half times the average for 1941. Recent 
issues have come from the whole range of 
business, both large and small. Issues in- 
tended for plants or equipment have 
averaged about $75,000,000 a month since 
1945. Another important reason has been 
the need for new working capital. 

Stock sales have accounted for most of 
the recent issues. During war, most of the 
new money came froma bond issues, but, 
since mid-1945, sales of stocks have pro- 
duced nearly two thirds of this money. 


Demand for U.S. Bonds 


After a year of peace, people still are 
investing heavily in U.S. savings bonds. 
Taking all series of these bonds—E, F 
and G—sales so far this year have aver- 
aged $685,000,000 a month, while redemp- 
tions have averaged less than $550,000,000. 

Series E bonds, the kind that most small 
investors buy out of income, still account 
for the major proportion of savings-bond 
sales. They also account for nearly all the 
cashing of savings bonds. In the first 
seven months of 1946, sales of E bonds 
averaged $443,000,000 a month. Redemp- 


tions in the same period averaged $497, 
000,000. 

For the whole period since the war 
ended, sales of E, F and G bonds have 
averaged $761,000,000 a month, while re- 
demptions have averaged $545,000,000. For 
E bonds alone, sales averaged $540,000,000, 
and redemptions averaged a little less 
than $500,000,000. 

Thus, it is seen that there has not been 
the great rush to cash in war bonds that 
many people predicted. Government sur- 
veys show that the great majority of the 
people value their bonds and want to hold 
them to maturity, to cash them only in 
case of emergency. The Treasury reports 
that 76.41 per cent of the money invested 
in the three series of savings bonds since 
they were first offered in 1941 is still in- 
vested in these bonds. 

Nevertheless, each month since January, 
the last month in which Victory Drive 
sales showed up in the figures, there have 
been more E bonds cashed than sold. A 
sales drive, however, brought the two 
figures close together in July. In that 
month, sales were up to $433,000,000, the 
highest since January, and redemptions 
were $442,000,000. 

For all three series, July sales reached 
$753,000.000, again the highest since Jan- 
uary, with redemptions $500,000,000. 


FDIC’s Strong Position 


The Federal Deposit Insurance Corp., 
which insures bank depositors up to $5,000, 
is getting so prosperous that it may return 
the money the Government and the Fed- 
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FURNITURE 


"FOR THE SHOP 


Exceptionally serviceable, trim and 
neat, ‘‘Hallowell'’ Deluxe Shop Fur- 
niture fills that crying need for shop 
furniture that will give long service 
under hard wear and still be good- 
looking. Available in a variety of 
combinations — interchangeable 
shelf, drawer and cabinet, units. 
“*Hallowell'’' Deluxe Shop Furniture 
will not only bring a brighter cppear- 
ance to your shop... . but will keep 
that appearance longer, since it is 
built sturdily for ‘‘lifetimes of wear.’ 
Write today for the free ‘ “Hallowell” Catalog. 
“Unbrako” and “Hallowell” products 
are sold entirely through distributors. 


OVER 43 YEARS IN BUSINESS 


STANDARD PRESSED STEEL co. 
JENKINTOWN, PA. BOX 73 

CHICAGO 

st. Louis 


BOSTON 
INDIANAPOLIS 


DETROIT 
SAN FRANCISCO 








In the very midst of all 
New York’s most stimu- 
lating activities, the 
Hotel Chatham retains 
a spirit of calm serenity 
which busy visitors find 
most appealing. Its 
large, pleasant rooms and 
suites, its thoughtful 
service, invite rest and 
relaxation. Three distinc- 
tive restaurants gratify- 
ing a variety of moods. 


OTEL 
; rtlett, Managing Director 
at 48th St., New York 















Dwight A. Ba 
Vanderbilt Ave-» 
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eral Reserve System put up 13 years ago 
to get the corporation started. 

The Government has $150,000,000 in 
FDIC, and the 12 Federal Reserve Banks 
have $139,000,000. 

The General Accounting Office suggests 
in a report to Congress that FDIC be 
called upon, now that its financial con- 
dition is solid, to refund both the Gov- 
ernment’s investment and the Federal Re- 
serve System’s. FDIC, headed by Maple 
T. Harl, is reported willing to make the 
refunds, provided the refunding operation 
is stretched out over a period of time—he 
suggests four years—so that the agency’s 
balances will not be cut down abruptly. 

The reason why FDIC is ready after 
only 13 years to become self-supporting is 
that its member banks have been prosper- 








—Harris & Ewing 
MAPLE T. HARL 
- « « @ profit for Uncle Sam 


ous in recent years. It has been well over 
two years now since a U.S. bank has 
failed. That means that FDIC has no 
claims to pay, yet it continues to collect in- 
surance premiums from member banks. 

In fact, FDIC now regards its function 
to be primarily one of preventing bank 
failures. During the two years since the 
last bank failed, FDIC has bailed out a 
number of banks to keep them from clos- 
ing. In some cases, FDIC and other agen- 
cies have worked with banks to locate their 
troubles and keep them open. In other 
cases, tottering banks have been taken over 
by other banks. And, if neither of these 
methods works, FDIC itself is prepared 
to take over banks until they are ready 
to stand on their own feet. 

What this means is that, in practice, 
FDIC is undertaking to protect all de- 
positors, no matter how much they have 
in banks. Officials of the agency believe it 
is cheaper to keep banks open than to let 
them fail and then pay off the depositors. 











AMERICA’S No. 1 LUMINAIRE 
ia 
AMERICA’S No. 1 LIGHTING JOB! 


enjoy the illumination provided 

by today’s Lighting Leaders! In 
608 West Point Study Rooms, as well 
as in Cadet Classrooms, GUTH Lumi- 
naires are on the job! GUTH Cadets, 
Luminous-Indirects, were selected after 
exhaustive tests to determine the see- 
ing qualities of numerous fixtures — 
both Incandescent and Fluorescent. 


| OMORROW'S military leaders 


The tests covered wattage consump- 

tion, radio interference, stroboscopic 

effect, noise, brightnesses, foot-candles 

of output, and light distribution (both 

on horizontal and inclined planes). 
8 


WRITE FOR FREE “LIGHT vs. 
SIGHT” STUDIES TODAY! 
The ‘‘Light vs. Sight’’ Studies behind 
the West Point installation, described in 
a free folder, are valuable to everyone 
interested in Lighting. Write for your copy. 


—— Ga iieel ti te) Ble ad —— 


| EDWIN F. GUTH CO., Dept. C 
2615 Washington Ave., St. Louis 3, Mo. 
Gentlemen: 
Please send your Data Folder on the West Point 
Lighting Job. 
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Pardon Us, Lady, 


Your Slip’s Showing... Research! 


And a fine rayon slip it is. Prettier than last year’s. 
Stronger—and with better seams—than the slips she wore 
some years ago. More comfortable and shrink-resistant 
than pre-war models. And it stands many more washings 
than those of ten years back. 

Perfect? We can hardly say that; but better and better 
as time goes by. 

Yes, her slip is showing. Showing the results of re- 
search by technicians who, with the cooperation of tex- 
tile makers, devote all their efforts toward improving 


AMERICAN VISCOSE CORPORATION 


America’s largest producer of rayon 


Offices: 350 Fifth Avenue, New York 1, New York; Charlotte, N.C.; Cleveland, Ohio; Philadelphia, Pa.; 
Providence, R.I.; Washington, D.C.; Wilmington, Del. 


*Reg. U.S. Pat. Off. 


rayon’s usefulness...in lovelier lingerie, dresses, lining 
materials, curtains, lampshades...in colorful floor cover- 
ings...in tougher cords for your car’s tires. 

Engineers at American Viscose, the nation’s largest 
producer of rayon, have made great progress with rayon 
over the years. Their research-born improvements aren’t 
always spectacular. But their goal comes steadily nearer 
...the perfection of familiar products and speeding of 
new ones... with better rayons at lower prices... for 


everyone, 


| A better way to 
buy “Rayon Cfabrics 


This identification is 
awarded only to fabrics 
containing CROWN* 
rayon, after they have 
passed the CROWN 
Tests for serviceability. 











Plus and Minus 


24th and N Streets, N.W. 
Washington, D.C. 











Irene] of American Business 


Reg. U.S. Pat. Off. 


War scares, world troubles will go on affecting U.S. business. 

Real peace, real stability, is not in sight. 

Military costs, as a result, will stay high, maybe $10,000,000,000 or more. 

Taxes cannot come down very far when military costs are high. 

War orders, under the circumstances, will remain important to industry, will 
not shrink to the extent that they did shrink after World War I. 

World trade will inevitably be unsettled. 

Chances are that the latest war scare will blow over, but others then will 
blow up. Russia apears to feel that she gains some advantage from an unsettled 
world situation, to feel that turmoil and constant alarm serve a purpose. Net 
effect is to complicate the problem of returning to what people regard as normal. 
It may turn out that a disturbed situation is the between-wars "normal." 

















If trends are not reversed, it can become a question whether shortages of the 
war period just ended can be filled before another war period opens. 

Automobile shortages will require 5 years to overcome fully. 

Housing facilities may not be built up to full demand within 10 years. 

Office-space requirements probably can't be met under 5 years. 

Clothing-demand backlog can be filled within a year or two. 

Public works, however, new roads, schools, hospitals, institutions of one 
kind or another, cannot be built to estimated needs for 5 years or more. 

; Industry's building and re-equipment plans extend over 5 or 10 years. 

It is unlikély that Russia will force a showdown within that time; that she 
will want to make moves that require resistance to the point of war. She might, but 
chances are that individuals and industry can get what they want in a period of 
peace before the military demands begin to cut in again. 














There is this other element in the outlook, however: 

If peace does turn out to be a forlorn hope, U.S. may be forced in self- 
defense to go in for planned decentralization of industry and Government. 

Decentralization is a very costly and long-drawn-out process. 

Atomic bombs are highly effective against cities and industries. Atomic 
bombs, on basis of latest estimates, will be possessed by Russia in 5 years. U.S. 
industry and U.S. cities, in event of war, would be very vulnerable, more vulner- 
able than Russian industries, which are being decentralized as rebuilt. 

A program of decentralization for U.S. industry is to be promoted by the 
military services, but it probably won't get far. Costs will seem too high. 








Building in U.S. already is badly tangled without new war-building plans. 

Troubles in the building situation include these: 

New dwelling units simply are not being completed in scheduled numbers. 

Cost of building, now 60 per cent above prewar, is rising steadily. 

Rentals from buildings, however, are barely 5 per cent above prewar and are 
firmly controlled, with only a modest rise due over the next year. 

Rising costs discourage many individual builders. Low rentals in relation to 
costs discourage speculative builders and builders of apartments. 

Net result is that today's building boom can run into trouble once the more 
acute phase of demand is satisfied, as it may be in first half, 1947. After that, 
the construction industry may require adjustment in cost-rent relationships. 





(over) 
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TREND vo. ....cSRICAN BUSINESS-- (Continued) 


Pattern of experience after World War I shows this..... 

Costs rose sharply from 1916 into 1920, from 54 per cent of the 1939 level to 
118 per cent of that level, using 1939 to get a uniform base. 

Rents rose slowly from 90 per cent of base to 98.5 per cent in 1919 and then 
moved up to 115.7 per cent of that base in 1920. 

A crack came in the building boom in 1920 with costs out of line. 

Rents, however, went on rising steadily and strongly. By 1922, the rent level 
was 136.8 per cent of the base and by 1925 it was 145.9 per cent. 

Costs in 1921 dropped to 95.6 per cent of base level from 118 per cent in 
1920. Costs then fell further in 1922, but rose and leveled out around 100 per 
cent during the period of prolonged building activity in the 1920s. 

Relatively high rents and relatively stable costs underwrote this boom. 

It may require a comparable adjustment in this period before building is to 
get under way on a stable and sustained basis. At present, the situation is very 
badly out of balance in the field of costs and of rents. 

Price trend continues to be upward, to show persistent gains. 

Prices will go on rising slowly all through 1946 and into 1947. 

Rising prices are encouraging building of inventories, and official warning 
is that inventories of goods in process are becoming excessive in some lines. 

Decontrol of prices is likely on an expanding scale starting in October. 

Recontrol of meat prices is an isolated action rather than a trend. 

Dairy products and most grains remain out from under control. Petroleum 
products and tobacco products are likely to remain from under control. 

The Price Decontrol Board recognizes that the intent of Congress is to get 
prices from under control, and to restore a free market, as rapidly as possible 
consistent with some price stability. The Board definitely is not dominated by 
OPA, definitely is not striving to perpetuate price controls. 























Big new strikes are not a prospect for remaining 1946 months. 

CIO strike policy sounds worse than its leaders intend it to be. 

Strikes are not planned where contract terms aren't subject to reopening. 

Contracts, as in case of Chrysler, are to be reopened where terms permit on 
60 days' notice. Negotiations must go on after reopening, however, and the pres- 
ent expectation is that negotiations will run into 1947. 

Strike strategy of CIO calls for the 1947 leadoff to be taken by steel. 

A negotiated wage increase is to be sought in steel that can be a pattern 
for settlements in other industries without strike. Failing in an attempt to get a 
negotiated increase, CIO strategy will call for a strike, and a strike in steel, 
or in automobiles before steel, would call for a 1947 round of strikes. 

Strike policy of AFL is one of caution and delay, too. 

Labor leaders definitely fear the political consequences of a wave of new 
strikes. In CIO, the Communist element iS promoting the idea of strikes, the non- 
Communist element is talking it down. The story of this internal situation is 
given for you on page 18. 














Freight-car shortage is going to grow more acute. 

Coastal shipping could be used to relieve the car shortage, but isn't to be 
used in increased volume soon owing to arguments over freight rates. 

Freight-car building could help by being speeded, but materials are short. 

It's just another of those incidents of a troubled period. 











People intended to spend $5,000,000,000 to $7,000,000,000 from savings in 
purchase of houses, new cars, other durable goods in 1946. They intended to spend 
$18,000,000,000 to $20,000,000,000 from current income and borrowings for the 
same purpose. Industry won't be able to produce in that volume, so much of the 
demand will carry over to 1947. Families with savings, however, do not intend to 
Squander their savings. We give you this story on pages 11 and 55. 
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The ingredients for a tasty salad 
may travel half across a continent 
. .. yet we take for granted the 
tractors and truck fleets which 
make possible their arrival farm 
fresh on our dinner tables. 

A major factor in the depend- 
able operation of both tractor and 
truck is their electrical lifeline... 


the spark plugs, batteries, starters, 
generators, coils and complete 
ignition systems. That’s why a 
majority of America’s makers of 
cars, trucks and tractors specify 
more than 400 Auto-Lite products 
as original factory equipment. 


THE ELECTRIC AUTO-LITE COMPANY 
Toronto, Ontario Toledo 1, Ohio 


Spark Plugs » Batteries - Ignition Systems 
Wire & Cable - Instruments - Sealed Beam Units 


& &k HR 


ft Be RR OR ee ew 





A PETRI TI A oo 




















People of the Week. —a 


Our Three Champions in the Resistance to Soviet War of Nerves 
... What Dr. Urey Meant by Conquest as Atom-Control Alternative 


Russia and her partners are testing 
American nerves not only by blocking 
peace-table progress, but also through a 
series of disquieting incidents in the field. 
These developments, a year after the war 
ended, have brought the usually ominous 
word “ultimatum” back into the head- 
lines. They also have forced a general 
reappraisal of the outlook for lasting 
peace. 

The incidents, themselves, concentrated 
most recently in one section of Europe, 
have placed a heavy burden of diplomacy 
and cool-headed judgment upon three rep- 
resentatives of the United States in that 
area. These men are bearing the brunt of 
Russian non-co-operation in a direct and 
personal way. They are: 

RICHARD C. PATTERSON, JR., Am- 
bassador to Yugoslavia, who carried the 
emphatically worded American protest to 
Marshal Tito. 

LIEUT. GEN. JOHN C. H. LEE, Amer- 
ican commander in the Mediterranean, in 
charge of the area about Trieste, a region 
of rioting, ambuscades and intrigue. 

LIEUT. GEN. MARK CLARK, com- 
manding in Austria, where all the vexa- 
tions of dealing with the Russians have 
been piled up in one small country. 

The three men, their difficulties, their 
abilities and backgrounds are pivotal in 
the present search for peace. Their trou- 
bles are the troubles of the world as a 
whole, and should be examined. 

In Yugoslavia, Ambassador Patterson 
is confronted by a Moscow-dominated Pre- 
mier, Marshal Tito, who has been playing 
the Russian game of making America’s 
new venture into world affairs as difficult 
and discouraging as possible. 

American planes have been harassed by 
fighter planes of the Yugoslav Army, have 
been shot down or forced to land. American 
lives have been lost, and American citizens 
taken captive. These are incidents of a 
sort that incite public feeling, and, in other 
times, might easily lead to war. (See pages 
14 and 16.) 

The American Government resorted to 
the machinery of peace, rather than that 
of warmaking. Reprisals were out, lest they 
should result in a shooting conflict. But 
American officials privately fear that, as 
things stand, the machinery of peace is not 
strong enough to prevent repetitions of 
such incidents. 

Peace machinery. An appeal to the 
United Nations Security Council, which 
was as far as the United States went in the 
way of threats, probably could result only 
in a public discussion of what actually 
happened. This might be helpful in clarify- 
ing issues and settling world opinion. But 
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any United Nations action against Yugo- 
slavia could be prevented by the Russian 
veto power. 

The Russian veto, consequently, could 
protect Marshal Tito in any harassment of 
American officials or planes in that area. 
Only world public opinion could have any 
real effect on the strong-willed Soviet Gov- 
ernment. 

Plane routes. As for the actual inci- 
dents, there are circumstances that re- 
ceived little public attention. American 
planes fly at intervals from Vienna into 
Italy. The most direct route is the danger- 
ous course over the Alps, hazardous at all 
times and perilous in bad weather. 

The alternative is to fly to the eastward 
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... in his hand—an ultimatum 


of the Alps and thence to Italian destina- 
tions through a narrow corridor between 
the mountains and the Yugoslav boundary. 
Land navigating aids are inadequate in 
the area, and pilots sometimes have found 
themselves inadvertently over Yugoslavia. 

Even when this has happened, the Amer- 
ican view is, no danger to Yugoslav sov- 
ereignty has been involved. As one official 
put it, how a single C-47 transport plane 
could be a threat to any nation is impos- 
sible to understand. In addition, it is con- 
sidered that, among friendly nations, both 
ships and airplanes have a right of asylum 
in foreign territory. 

Under these circumstances, official 
Washington inclines to view the Yugoslav 
attacks as deliberate attempts to vex and 
harass the United States in carrying out its 
commitments abroad. 


Ambassador Patterson. In the face of 
this apparent intent, there was little that 
Mr. Patterson could do, except follow a 
policy of firm and patient insistence upon 
American rights, the policy that this 
country has adopted toward Russia. 

Mr. Patterson, a former corporation 
executive who has participated in many 
business enterprises and has roamed the 
world as a mining engineer and business- 
man, has been Ambassador to Yugoslavia 
since the autumn of 1944. His duties began 
with the Yugoslav Government-in-exile 
at London, and, after the defeat of Ger- 
many, he. went on to Belgrade. 

He is considered an exacting and capa- 
ble administrator, who works hard and 
seeks first of all a full understanding of 
whatever the problem before him may be. 
Before entering the foreign service, in 
addition to his business ventures, Mr. 
Patterson had served as Assistant Secre- 
tary of Commerce and as a member of 
the Temporary National Economic Com- 
mission, which investigated monopoly in 
America. He was a supporter and friend 
of Franklin D. Roosevelt. 

On a visit to the United States a few 
months ago, he described Marshal Tito 
as “a great personality, easy to like and 
extremely friendly to the United States.” 
But the Ambassador was quick to describe 
the shooting down of an American plane 
as “wicked, inexcusable and deliberate.” 

At first, Marshal Tito, adopting a 
swashbuckling attitude, said he wanted 
peace, but did not “want peace at any 
price.” 

However, when Marshal Tito promised 
“full satisfaction” for the loss of the two 
planes, Mr. Patterson’s troubles appeared 
to be over. 

In the Trieste area, Marshal Tito and 
his purposes again are the issue. He has 
some 60,000 troops, with limited artillery 
and aircraft support, on his side of the 
Morgan Line, separating Italy from Yugo- 
slavia. The proposed Italian peace treaty, 
at the insistence of Russia, gave Yugo- 
slavia about 80 per cent of the perennially 
disputed area at the head of the Adriatic 
and made Trieste an international port. 
In Washington, a nightmare possibility 
has been seen that the Marshal, respond- 
ing to inflamed Yugoslav nationalistic 
feeling, or even at the cue of Russia, might 
attempt to seize some areas that were 
awarded to Italy. 

In that event, he would find himself 
opposed by a rather smaller body of 
British and American troops, with the 
Americans commanded by General Lee. 
The British-American forces would, how- 
ever, have a considerable superiority in 
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GENERAL LEE AND MARSHAL TITO 
.. . Washington saw a nightmare possibility 


air and artillery support, in communica- 
tions and supply routes. Reinforcements 
and supplies could be sent in through 
Trieste. 

Incidents again. Meanwhile, General 
Lee has problems of keeping his troops 
calm and self-restrained in the face of 
repeated provocations. In one instance, 
Yugoslav soldiers fired on an American 
patrol, with the latter inside its sector near 
Trieste. Later, one American soldier was 
killed and two were wounded when they 
were ambushed near Trieste. There have 
been repeated rioting, plotting and counter- 
plotting within the area, for Italians, 
even as the Yugoslavs, dislike the bound- 
ary settlement agreed upon by the Big 
Four. 

General Lee is an old-line Army officer, 
who began as an engineer and later turned 
to supply problems. He is a busy, precise 
general, more accustomed to administra- 
tive duties than to field leadership. He is 
a veteran of both world wars. In the sec- 
ond, he served for a time as deputy to 
General of the Army Dwight D. Eisen- 
hower, and then became commanding gen- 
eral of the Army Service Forces in the 
European theater. It was his responsibility 
to see that the countless items of soldiering, 
large and small, were in the hands of the 
troops when needed. Then and now, he 
spends much time on tours of inspection. 

A profoundly religious soldier, who 
attends church services whenever it is 
possible for him to do so, he has issued 
orders that no member of his command 
who desires to go to church on Sunday 
shall be given duties that prevent. 

Austria is the world in miniature where 
the results of Russian non-co-operation are 
concerned. The country is divided into 
four zones, governed by the British, the 
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French, the Russians and the Americans. 

Despite the protests of General Clark 
and others, the Russians continue to live 
off the land of a country that, itself, has 
been on a near-starvation diet. 

The Russians are seizing practically all 
Austrian oil, under the guise of reparations. 
The result has been a breakdown of trans- 
portation, except for oil supplied by the 
General as a credit to Austria. 

Russian airplanes fired across the path 
of an American plane about to land at 
the American airport in Vienna. They have 
fired over the American airport in target 
practice. Russian aircraft also have fol- 
lowed General Clark’s personal plane. 

Zone lines are rigidly policed by the 





Russians. Obtaining permission to cross, 
in most cases, takes weeks. An American 
general (not General Clark) who inad- 
vertently crossed into the Russian sphere, 
was promptly arrested. The crossing re- 
strictions have hindered the distribution 
of food and other supplies. 

The Russians have construed the Pots- 
dam Agreement as permitting them to 
seize Austrian land, machinery and produc- 
tion as reparations. The Agreement did 
allow the seizure of German-owned assets, 
but, by the American understanding, not 
assets that the Germans previously had 
seized from the Austrians. 

Before the United Nations Relief and 
Rehabilitation Administration undertook 
to feed the Austrians, the four occupying 
countries agreed to supply the food stocks 
to be delivered. The Russians failed to 
fill their commitments, and, to prevent 
starvation, America contributed more than 
her share. 

General Clark has stood out solidly and 
insistently against the Russian tactics. 
In one or two instances, he has forced the 
Red Army administrators to make con- 
cessions. This was done in the case of land 
seizures, and when the Russians were de- 
manding heavy money payments from the 
bankrupt Austrian Government to defray 
the costs of their occupation. 

The General is a field leader rather than 
an administrator. As a fighting man, he 
made a reputation for himself both in 
Africa and in Italy, despite criticisms of 
the costly Rapido River crossings. Now, 
as an administrator, he has been highly 
commended for his work by his superiors 
in Washington. 

The General’s purpose and the purpose 
of the Washington Government is to end 
the occupation of Austria as quickly as 
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GENERAL CLARK RECEIVING SOVIET DECORATION 
... the American stands solidly against Russian tactics 
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possible. The nation was to be treated as 
a liberated country, not as a former enemy. 
But Russia refuses to withdraw, and, so 
long as the Red Army stays, so, too, must 
General Clark and the French and British. 

Russia’s aims. In view of all these 
circumstances, to which similar incidents 
in Germany and the Far East might be 
added, official Washington is coming to 
some solid conclusions as to Russia’s aims. 
Her purpose, it is thought, is to make 
broad American participation in world 
affairs vexatious and fruitless and futile, 
to disgust the American people with the 
idea of international co-operation, to pro- 
mote an eventual withdrawal of this coun- 
try from Europe and Asia, leaving the 
Soviet Government free to do as it pleases. 
Thus far, however, the American people 
hardly are reacting in the way the Russians 
would like. And General Clark, General 
Lee and Ambassador Patterson are on the 
spot to keep Russian-made troubles at 
a minimum. 





A Scientist’s Warning 
DR. HAROLD C. UREY is one of a 


company of much-frightened men. Dr. 
Urey is a scientist, a chemist, who partici- 
pated prominently in the development of 
the atom bomb. He and his fellow scien- 
tists know from their computations—de- 
spite any dispute over the results at Bi- 
kini—what the atom bomb can do. They 
fear that its use in another war would 
destroy civilization as we know it. 

And yet Dr. Urey was quoted recently 
as urging that the United States, for its 
own protection, undertake an atomic war 
that would give it world domination and 
prevent this country’s own later destruc- 
tion. In that quotation, Dr. Urey’s words 
were lifted from their context and the full 
meaning of his assertion was lost. In its en- 
tirety, Dr. Urey’s statement still presents 
a new departure in the thinking of the 
scientists, but one that they consider a 
logical outgrowth of their past position. 
It also poses a question that may become 
the issue of a great public debate later. 

Dr. Urey’s statement. What Dr. Urey 
said (in an article in the quarterly maga- 
zine Air Affairs) was that, unless war is 
abolished and the possibility of general 
destruction by the atom bomb eliminated, 
this country must choose one of three 
courses of action. 

The first, he says, is to continue as at 
present, stock-piling atom bombs and other 
weapons, and diplomatically jockeying for 
position in the next war. The result of this, 
he adds, would be the “well-nigh complete 
destruction of the cities of the world and 
with it the complete destruction of our 
civilization.” 

The second choice brings Dr. Urey’s 
much-disputed statement. He said: 

“The second alternative is the waging 
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—Thomas in Detroit Free Press 


NEW BALANCE OF POWER? 


within a few years of another world war, 
with the frank purpose of conquering the 
world and ruling it as we desire, and 
preventing any other sovereign nation 
from developing mass weapons of war. 
Under these conditions a police force may 
be organized which will make use of com- 
paratively small arms and will stop at the 
very beginning any possible development 
of large-scale weapons. This is a possible 
course of action; it is one that I cannot 
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contemplate with any pleasure, but it is 
one which may be strictly necessary.” 

The third of Dr. Urey’s choices lies in 
adequate international control of the bomb 
and other weapons. Among such weapons, 
he says, the bomb is easiest to control 
because of the “very substantial plants 
and industrial facilities that are needed.” 
Making atom bombs he calls “an obvious 
activity more easily subject to detection 
than any other type of activity designed 
for preparation of war.” 

Summing up, Dr. Urey says, and, him- 
self, italicizes: “Either the United States 
secures an adequate international control 
which will prevent all countries of the 
world from producing atomic weapons, 
and which may lead on to complete con- 
trol of war, or else we begin preparations 
immediately for the third world war, in 
which atom bombs will be used.” 

Other scientists were not nearly so 
much startled by Dr. Urey’s statement as 
the public seemed to be. Among them- 
selves, they long have discussed this view 
of the bomb. They foresee it as the issue 
in a great controversy that will arise if 
and when some other country perfects 
an atom bomb or nears a point where it 
can produce such bombs. By “other co .- 
try,” they say frankly, they mean Russia. 

This raises the question of how far 
Russia may have gone in this direction. 
The atomic scientists, who maintain an 
organization in Washington, and have been 
active and successful in lobbying against 
military control of atomic development, 
have an answer. They call their reply an 
informed estimate. 

Russian progress. Russia, they believe, 
was not much concerned with atomic ex- 
perimentation during the war, and had 
to start virtually from scratch. Lack of 
specially trained personnel would hinder. 
Erecting the necessary big plants would 
take time. 

A “medium estimate,” the scientists say, 
is that the Russians can be producing 
atom bombs in five years. 

Dr. Urey has become outstanding as a 
spokesman for the scientists. He has writ- 
ten numerous articles and made many 
speeches on the necessity of controlling 
the manufacture of the bomb internation- 
ally, and keeping it out of the hands of 
the military at home, lest its development 
be directed to warlike purposes. He speaks 
guickly and lucidly. A man of great 
distinction in the scientific world, he won 
the Nobel Prize for chemistry in 1934 
and now is Professor of Chemistry at the 
University of Chicago. 

The doctor is greatly surprised at the 
furore his article caused, since it seemed 
such a logical development of the present 
situation. . Essentially it raised an old 
question, much discussed in the late ’30s, 
as to the desirability of preventive war, 
but this time a preventive atomic war. 
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“jhe Yeas 
emel Nerys” 


Reg. U.S. Pat. Off 


Epitor’s Note: Brief letters of com- 
ment and suggestions are invited. Those 
not intended for publication, and those 
with which writers desire to have only 
initials used, should be so marked. 


On Silver’s Monetary Position 


Sir:—In “The Yeas and Nays” (USN, 
Aug 9, 1946), Senator McCarran ex- 
cepted to your proposition: “Strictly 
speaking, silver is not a monetary metal, 
even though it is used for coins and back- 
ing for currency.” 

The basic facts follow. 

The standard unit of value is the “gold 
dollar” (U.S. Code, Title 31, Section 314, 
as amended) . The word “gold” is an adjec- 
tive but is redundant; the doilar is gold or 
there isn’t any such thing as a dollar; 
“dollar,” “gold dollar” and “silver dollar” 
are, on their face, three, separate. different 
things Both Bretton Woods Agreements 
refer to U S. dollars “of the weight and 
fineness in effect on July 1, 1944.” Federal 
Reserve notes are not valued by their 
weight of fineness. 

There are 480 grains in an ounce Troy; 
the dollar is 13.57 grains fine gold (Proc- 
lamation, Jan. 31, 1934); therefore an 
ounce renders 35 coins (480 divided by 
135/7), 1.e. $35; that is its monetary 
value, commonly, but incorrectly, called 
price. 

The silver dollar is 371.25 grains of fine 
silver, therefore 1.2929 to the ounce. 

The Government pays $1.2929 an ounce 
for domestic fine silver; takes a seignior- 
age of 30 per cent (Act of July 31, 1946), 
about 39 cents, and pays the miner 90.5 
cents net. Silver has ranged in market 
price between $0.246 and $1.383; its price 
now is rigged, so far as I know, by govern- 
ments The silver in a silver dollar is 
worth about 70 cents, while silver is 
90.5 cents an ounce. But the silver dol- 
lar is legal tender for the dollar. By the 
Act of July 31, the buyer raised the price 
19 cents! 

Therefore, as you wrote (Finance Week, 
Aug. 2, 1946), silver is not a monetary 
metal, i.e. a standard of value, but is 
a subsidiary monetary metal like nickel 
and copper —a substitute for the stand- 
ard of value, namely, gold. The silver 
miners have succeeded for years in get- 
ting from the Congress exorbitant prices 
for their metal at the expense of the 
people. 

Should silver be used as a monetary 
metal, the standard unit should not be 
legal tender for a fixed amount of gold, 
and should not be called a dollar or any 
name so nearly resembling dollar as to 
deceive. It might be called silvron. 

Epwarp Henry Neary 
Port Washington, N. Y. 
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HYATT... QUIET! 


Not just a play on words but a rhythmic definition 
of machinery in motion as the RPM’s or the miles 
click off smoothly—dependably—quietly—on Hyatt 
Quiet Roller Bearings. 


Fifty-four years ago Hvatt made the first roller 
bearings and today, wheréver wheels and shafts must 
turn friction-free and trouble-free, “Hyatt Equipped” 
is still your assurance that all is well. Hyatt Bearings 
Division, General Motors Corporation, Harrison, 


New Jersey. 


HYATT 


ROLLER 
BEARINGS 
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WHEN YOU TAP THE BOTTLE 


There’s an economic pitfall in piping natu- 
ral gas from where it is to where it’s wanted. 
\ ; Where it’s wanted, folks keep turning it on 

: he and off. But where it comes from, people 
have to keep it flowing in order to make 
the pipeline pay. 

So, the new research division of Stacey 
Bros. Gas Construction Co., Stacey-Dresser 
Engineering, is designing storage plants to 
even out peaks and lulls in pipelines. Even 
a small installation calls for at least two 
hundred bottles. Each bottle—a mere ten 
feet in diameter and from forty to sixty 
feet long! 

Gas drawn off the line during a lull can 
be liquefied and bottled until peak demand. 
Dresser Industries makes the compressors 
and pumps required to refrigerate the gas 
until it is liquid—achieved at the lowest tem- 
perature employed commercially—minus 
260°. A million cubic feet of gas, when 
liquefied, amount to 12,500 gallons and can 
be squeezed into one bottle. 

Wherever machinery is needed for gas, 
from the diverse equipment for drilling 
wells to automatic gas heating for homes, 
you find the engineering ingenuity of 
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OUR BACKLOG FOR SPENDING 


Official Report on the National Distribution 
And Intended Use of Families’ Liquid Assets 


War. Savings in Cash and Government Bonds 


Held by Various Income Classes 


Ww 


Ww 


(Following is full text of three articles issued by the Board of Governors of the Federal 
Reserve System, summarizing findings of a national survey conducted at the Board's 
request by the Bureau of Agricultural Economics, U.S. Department of Agriculture.) 


1. A NATIONAL SURVEY OF LIQUID ASSETS 


How people make use of the extraordinary volume of liquid 
assets—currency, hank deposits, and Government securities— 
that they have accumulated during. the war may well be one 
of the major factors determining the course and level of busi- 
ness activity and the cost of living over the next few years. 
Personal holdings of such assets, excluding amounts held by 
trust funds, reached $130,000,000,000 at the end of 1945, an in- 
crease of $90,000,000,000 from the end of 1939. 

To obtain factual information on the distribution of these 
assets and on the uses that people expected to make of them 
under current conditions, the Board of Governors requested 
the division of program surveys of the Bureau of Agricultural 
Economics, United States Department of Agriculture, to under- 
take a national interview survey in the first quarter of 1946 
of a selected sample of the population. Information was ob- 
tained on 1945 income and changes in income during the year, 
on liquid-asset holdings at the start and end of the year, and on 
1945 saving and changes in saving during the year. In addi- 
tion, questions were asked to elicit respondents’ attitudes toward 
saving, their intended use of asset holdings, their likely pur- 
chases of consumer durable goods, houses, and other assets and 
the manner of financing such purchases, and finally their pro- 
spective saving in the light of changing conditions. 

Partial results of this survey, a description of its methods, 
and tests of the reliability of its results are presented 1n this 
article. It is to be emphasized that the use of surveys in 
this field is still experimental, so that the results are to be 
interpreted with caution. Similar information has not been avail- 
able in the past; hence there is no information for earlier years, 
or series of years, against which to test present findings. Com- 


parable surveys taken in other periods of equally strong infla- 
tionary pressures, for example, might show similar consumer in- 
tentions regarding liquid asset holdings and saving. Not until 
several such surveys have been conducted under varying eco- 
nomic conditions and until their results have been fully tested 
against other data and actual events, will it be possible to be sure 
of the implications of the findings of such surveys or the predic- 
tive values that they may have. 


DISTRIBUTION OF PERSONAL 
LIQUID-ASSET HOLDINGS 


The survey obtained information on income, saving, and 
liquid-asset holdings of “spending units.” A “spending unit” is 
defined as all persons living m the same dwelling and belong- 
ing to the same family who pool their income to meet their 
major expenses. Liquid-asset holdings include savings deposits, 
demand deposits, and United States Government bonds. The 
survey was unable, as other surveys have been unable, to get 
information regarding currency holdings, so that such hold- 
ings are excluded in all subsequent discussion of liquid assets. 
Table 1 shows how mcome, saving, and liquid asset holdings 
of spending units were concentrated in 1945. 

While less than half of the income was received by the top 
fifth of the spending units, this same fraction accounted for 
about three quarters of the saving and liquid-asset holdings; 
hence saving and liquid-asset holdings were considerably more 
concentrated than income. The close relation between the con- 
centration of current saving and liquid-asset holdings was also 
striking; it seems probable that the similarity is the result of 
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the rapid growth in liquid-asset holdings during the war years, 
when the concentration of saving—and therefore of the result- 
ing liquid-asset holdings—is believed to have been relatively 
constant. 


Table 1 
1945 Concentration of Income, Saving, and 
Liquid-Asset Holdings 


Total for each class as percentage 
of national total’ 





Liquid- 

Spending units by Money Gross Net asset 

percentage classes income saving! saving? holdings? 
Top 10 per cent......... . 29 53 60 60 

PO MEL CONG c.cesscsssessesess 45 72 82 rt § 

BIEL OTE 55. ccseccesesecee 58 8+ 96 87 

BO PCM OCNE s.sisccescsssseeecee 69 92. 105 95 

BO PEP CENL. ..0.5.605.s05es0500 78 97 «6111 97 
Bottom 50 per cent...............00 29 $3 -ll 3 


‘The table shows the percentage of the national totals accounted 
for by the 10 per cent of the income receivers with the highest in- 
comes, the 10 per cent of the savers with the highest saving, and the 
10 per cent of the liquid-asset holders with the largest holdings, and 
so on for other percentage classes. The spending units with the high- 
est income are not necessarily those with the highest saving or asset 
holdings, so that different individual units may be included in each 
percentage class. Information regarding distribution of savings and 
liquid-asset holdings by income classes will be given in a subsequent 
article. 

*Gross saving comprises all individual positive saving (income in 
excess of expenditures), while net saving is positive saving less dissaving 
(expenditures in excess of income). Additional information on saving 
and dissaving is presented later in this article. 


*Excluding currency. 


Although average holdings of liquid assets amounted to about 
$1,750 per spending unit, most families had much smaller 
amounts, as is illustrated in Table 2. The top 30 per cent of all 
spending units each held more than $1,100 of liquid assets and 
between them controlled seven eighths of such assets, while the 
next 30 per cent-of all spending units each had between $200 
and $1,100 in liquid assets and controlled nearly one eighth of 
the total. But the bottom 40 per cent had practically no assets, 
accounting for only 1 per cent of all such assets. 


Table 2 


Distribution of Personal Liquid-Asset Holdings’ 


Average 


Spending units by percentage classes Percentage amount of 








of allassets holdings 

held (In dollars) 
Top TO PEGE. ..c.cc0ncercssese0 60 10,500 
Next RO MEN iCeNntsc....cccccesscess Q7 2,350 
Next 30 per cent 12 700 
Bottom AO PErCent .c.-csccisseisnsess 1 40 
BOMBER: ioccssco le cass cicbeltspessacsvewassasatasties 100 1,750 


* Excluding currency. 


Asset holdings of individual spending units showed consid- 
erable variation. About one out of every four spending units re- 
ported holdings of only one type of asset, one out of every three 
held two types of asset, and one out of every six held three or 
four types of asset (counting savings bonds and other Gov- 
ernment bonds separately), while at the other extreme the re- 
maining quarter had no assets whatsoever. By far the most 
prevalent asset is United States savings bonds, which were lield 
by almost two thirds of the units. On the other hand, two fifths 
of the units had savings accounts and a third checking ac- 
counts, but only 3 per cent reported Government bonds other 
than savings bonds.' Savings bonds averaged $640 per spend- 

‘Including those holding Series G savings bonds. Because of the 
small number of holders involved, the expansions to yield estimates of 
total amount held are subject to a sizable margin of error. 
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ing unit, savings accounts $550 per unit, demand deposits $350 
per unit, and all other Government bonds $210 per unit. Hence 
bank-deposit holdings were on the average about $50 larger 
than holdings of all types of Government bonds. 


THE INTENDED USE OF LIQUID ASSETS IN 1946 


In addition to obtaining information on asset holdings, the 
survey questioned consumers on their spending intentions. The 
overwhelming majority reported that they had no expectation 
of using their liquid assets for any purpose in 1946. More than 
half of those with bank deposits had no intention of using any 
of them this year (except in an emergency), while only one 
quarter definitely expected that they would utilize some part of 
their holdings. The remainder were undecided. In the case 
of savings bonds the situation was even more striking: Over 
three quarters were clear that they were not going to redeem 
any of their bonds, while only 8 per cent definitely intended to 
use them for any purpose. Those with large holdings of say- 
ings bonds were no more willing to use them than those with 
smaller holdings, but large holders of bank deposits showed 
somewhat more willingness to reduce their balances than small 
holders. In evaluating these figures, however, it must be kept 
in mind that they are based on intentions expressed in the first 
quarter of the year. At that time, soon after the end of the 
war, the same as during the war, most people held the opin- 
ion that their liquid assets were not intended for consumption 
purposes; possibly the holders’ intentions and actions will change 
with changing conditions. Further, in view of the large volume 
of present holdings, use of even a small percentage of such 
holdings could have an appreciable impact on consumer spend- 
ing. 

In this article attention is focused on the amount of liquid 
assets likely to be used for consumption purposes (including 
the purchase or building of houses other than farm houses) . 
As a first step in determining the amount likely to be used for 
consumption, probable purchases of major consumption goods 
were ascertained. Such purchases are summarized in Table 3. 


Table 3 
Intended Purchases of Consumer Durable Goods and 
Housing in 1946! 
[Number of purchasers in millions] 


Will 
prob- Un- Will Not 
Purpose Will ably de-_ not ascer- 
buy buy cided buy tained 
Cars: 
Percentage of spending units........ ee, ee Q 8h $ 
Number of new-car purchasers...... 2.8 1.0 06 — — 
Number of old-car purchasers... 08 04 03 — — 
Other consumer durables: 
Percentage of spending units........ 22 6 6 «46S 5 
Number of purchasets................ 99 2.7 22 — — 
Housing: 
Percentage of spending units........ 6 1 2 83 8 
Number of purchasers.................. 26 05 08 — — 


*The number of purchasers has been estimated by multiplying the 
number of spending units interviewed in each category by the ratio of 
the estimated number of all spending units to the total number inter- 
viewed. Some underestimate is involved, as no allowance is made for 
transients, institutional residents, or the armed forces. 


On the average, prospective buyers expected to pay $1,100 
for a car, $320 for various consumer durable goods other than 
cars, and $5,020 for a house. Taking only those who stated that 
they will buy or will probably buy, this involved an expenditure 
of between $4,000,000,000 and $5,500,000,000 for cars, between 
$3,200,000,000 and $4,000,000,000 for other consumer durable 
goods, and between 13,000,000,000 and $15,500,000,000 for 
houses. In the case of consumer durables (including cars), 
according to expressed intentions, about a quarter of the pro- 
posed expenditure would come from existing liquid-asset hold- 
ings, around two fifths from current income, and roughly 
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one third from borrowing. In the case of housing, on the other 
hand, where about a quarter of expenditure would also come 
from liquid assets, only one sixth would come from current 
income, and almost three fifths from borrowing. These per- 
centages make it clear that there will be an active demand for 
both instalment and mortgage credit during the year. 

Of those who indicated that they will or will probably buy 
consumer durable goods (including cars), 55 per cent did not 
propose to use any of their liquid assets. Only 20 per cent had 
a definite idea as to how much of their liquid assets they would 
use—with about half expecting to spend between $100 and 
¢500—while a further 8 per cent expected to use an undeter- 
mined amount. This contrasts with housing, where 40 per 
cent would not use their assets but 35 per cent planned to use 
a definite amount—with three out of seven expecting to spend 
between $1,000 and $3,000 and a further 12 per cent intending 
to spend an undetermined amount. 

From this information it is possible to make some broad 
over-all estimates of the amount of liquid assets which people 
reported during the first quarter that they would like to use 
to purchase consumer durables and housing in 1946. It should 
be emphasized that, since no allowance is made for the fact 
that fewer people are going to be able to buy consumer durables 
than want to, these estimates do not cover what people will 
spend; they are simply the over-all totals of what the survey 
showed they intended to spend. In addition, no allowance has 
been made for people not covered by the survey—mainly 
transients, institutional residents, and the armed forces. A 
range is presented in Table 4, with the lower figure including 
only those who said they will buy and the upper figure including 
as well those who said they will probably buy. 


Table 4 
Intended Use of Liquid Assets for Specific Purposés in 1946 
[In billions of dollars] 


Minimum Maximum 








Purpose use use 
POnStMer GUPa DES? cccsccacssecccoedscccssecussecesaestaace 2.0 2.7 
RONEN NEC 55 pacdeucanasessadscsas tieuevessesastazstscouceecsarsies 3.0 4.0 

MMOH +2 ccisacccseeesasstscs 5.0 6.7 





‘Including automobiles. 
* Excluding farm housing. 


Given these over-all estimates, it is possible to carry the 
analysis a step further by hazarding certain guesses as to the 
amount of liquid assets that may actually be used to purchase 
currently produced consumption goods and services if certain 
assumptions are made regarding the availability of new produc- 
tion. We know that those who said they will buy or will prob- 
ably buy planned to purchase 3,800,000 new cars and 1,200,000 
used cars; it seems unlikely that in actual practice more than 
60 per cent of the new-car purchases will be realized in 1946. 
A comparable estimate for all consumer durable goods together 
cannot be made since the number of units people desired to 
purchase is not known, while in the case of housing the number 
of new units people wished to buy was not ascertained. But 
if people should be able to buy from new production in 1946 
perhaps two thirds of the consumer durable goods (including 
cars) and one quarter of the houses that they said they will 
or will probably buy, then between $2,000,000,000 and $3,000,- 
000,000 of liquid assets would be spent this year for new produc- 
tion. Part of this amount, however, would be offset during the 
year by current saving. Again the exact amount can only be 
guessed, but it seems doubtful if net dissaving of spending 
units in order to purchase new consumer durable goods and 
new housing would exceed $1,000,000,000 to $2,000,000,000. 

To the amount of liquid assets that may be spent on new 
durable goods and housing must be added the amount that 
may be used to meet other consumption expenditures. During 
1945 dissaving—expenditure in excess of income—by the people 
who dissaved amounted to $2,900,000,000. This does not include 
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expenditures for housing, and as consumer durable goods were 
not. generally available, only a very small part of the $2,900,- 
000,000 could have been used to buy such goods. Instead, most 
of the funds went to meet such consumption expenditures as 
living expenses, medical care, and vacations. Dissaving for these 
purposes is likely to be considerably larger in 1946 than it was 
last year. If the amount involved reaches $4,000,000,000 or 
$5,000,000,000, then the total use of liquid assets for con- 
sumption purposes may run as high as $5,000,000,000 to 
$7,000,000,000, although the margin of error in a rough guess of 
this sort is obviously very substantial. 

While this only amounts to between 5 and 10 per cent of 
liquid-asset holdings and a somewhat smaller percentage of 
probable consumer expenditure in 1946, it is a sizable sum. 
It represents a fund in addition to disposable consumer income, 
and therefore could add materially to prevailing inflationary 
pressure. Further, this addition would occur at a time when 
consumer borrowing is also increasing. Finally, these results 
are based on survey findings made in the first quarter of 1946; 
with new developments changes may occur both in the ex- 
pectations 2nd the actual behavior of consumers. Hence, 
whether actual developments will confirm these estimates re- 
mains to be seen. 


SAVING IN 1945 AND 1946 


Even if the existing large liquid-asset holdings of consumers 
are little used in 1946, they may have important indircct effects 
on consumption by inducing consumers to reduce their saving 
out of current income. The survey measured saving by adding 
to the change in liquid assets (excluding currency) the amount 
used to purchase other assets (including housing and insur- 
ance) and to repay loans and then subtracting the amount 
derived from the sale of such assets or the increase in loans. 
This gives the saving of each spending unit, which in most 
cases is positive but in some cases is a negative figure, as some 
people spend more than their income. The sum of the positive 
saving of all spending units represents “gross saving,” the sum 
of the negative saving “gross dissaving,” and the difference 
between the two “net saving.” It is believed that the results 
obtained in this way give a reasonable estimate of the saving 
of those interviewed, though it is obvious that some items may 
have been omitted in individual cases. 

Table 1 presented above indicates that the one fifth of the 
spending units with the highest saving were responsible for 
about three quarters of all saving. At the other extreme 17 
per cent of all units dissaved an amount equal to 12 per cent 
of gross saving, 13 per cent saved nothing, and 20 per cent 
were responsible for only 3 per cent of gross saving, so that 
on balance the bottom 50 per cent of the spending units dis- 
saved an amount equal to 9 per cent of gross saving and 11 
per cent of net saving. 

Those who were able to save put aside widely varying 
amounts. About 60 per cent of such units saved less than 20 
per cent of their income, while a further 30 per cent saved 
between 20 and 50 per cent, but almost 10 per cent of the 
savers—amounting to more than 6 per cent of the spending 
units—managed to save more than 50 per cent of their income 
before taxes. It is probable that most of those saving over 50 
per cent had additional income in kind or were subsidiary 
spending units living with their families. But one couple from 
a Midwest farm State both worked in the same war plant and 
had a combined income of more than $5,000; from this they 
managed to save $2,700 by living as cheaply as possible in a 
furnished room, in order to be able to return to their home 
State and buy a really up-to-date farm! 

The extent to which saving is concentrated among a small 
portion of the population is an especially noteworthy finding 
and is extremely important when we turn to the amount that 
people expected to save during 1946. What people expected 
to save and what they do save may, of course, vary widely; 
in addition, there are many people, especially farmers, who 
cannot estimate what they will be able to save. Apart from 
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farmers, however, who were not asked the question, about 75 
per cent of those interviewed had definite expectations as to 
whether they would save more, the same, or less than in 1945. 
Of all spending units 21 per cent expected to save more and 
19 per cent less, with 34 per cent expecting to save the same 
amount. But when these expectations are related to actual 
saving in 1945, it appears that those saving more than $1,000, 
who accounted for 60 per cent of gross and 70 per cent of net 
saving, clearly expected to save less, as is shown in Table 5. 


Table 5 


Saving Expectations in 1946 
[Percentage of all spending units except farmers] 


Amounts saved in 1945 


Over $200 $1 Noth- Br 
Expected to save $1,000 to to ing ing 

in 1946 $999 $199 units 
More than in 1945........ 17 19 25 99 21 
About the same............ 32 32 Q7 49 34 
Less than in 1945........ 34. 97 19 — 19 
No definite expectation 13 13 16 16 15 
Not ascertained .......... 4 9 13 13 1 
{IS he eee ane 100 100 100 100 100 


The expected decline in saving among large savers clearly 
points to a smaller volume of saving in 1946 than in 1945. 
It is a striking fact, however, that more than half of the spend- 
ing units expected to maintain or increase their saving, while 
less than 20 per cent definitely expected to save less. Even 
among the largest savers about three fifths of those expressing 
an opinion expected to save as much or more than in 1945. 
Hence, even if expressed intentions turn out to be optimistic, 
it would appear that saving in 1945 was not predominantly 
“involuntary” in character, induced solely by the lack of avail- 
able goods. 

Just how much less people are likely to save in 1946 can not 
be estimated exactly, but the effect on spending could be 
substantial. If, for example, gross savings is only two-thirds as 
large as in 1945, the resulting increase in spending will be 
greater than the increase likely to result from the use of existing 
liquid-asset holdings. The encouragement that existing liquid- 
asset holdings gives people to maintain consumption in the 
face of rising prices or other difficulties at the expense of 
current saving may well be their most important effect on 
the economy. 


GENERAL METHOD USED IN THE SURVEY 


The survey is based on hour-long interviews with approxi- 
mately 3,000 “spending units” so selected as to give a repre- 
sentative sample of the entire population. The interviews were 
conducted by specially trained personnel using a carefully 
prepared inquiry form. The training of the interviewers and 
the careful preparation of the inquiry form have been found 
to be of major importance in surveys of this sort. It has been 
found, for example, that explaining the purpose ot the interview 
and requesting factual information regarding income and asset 
holdings near the start of the interview brought far fewer 
refusals to supply information than somewhat apologetic at- 
tempts to obtain such information toward the end of the 
interview. Hence the inquiry form was rearranged and _ its 
questions reworded in the light of test interviews until a 
questionnaire was obtained which captured and retained the 
respondent’s interest throughout. Largely because of the effec- 
tiveness of the final inquiry form and the careful training of 
the interviewers, successful interviews were held with 90 per 
cent of those in the selected sample. 

The fundamental unit of the survey was neither the indi- 
vidual nor the family but rather a “spending unit,” defined 
as all persons living in the same dwelling and belonging to 
the same family who pool their income to meet their major 
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expenses. It was necessary to adopt this basic unit because 
of the number of grown children (or children-in-law) living 
with their families who had separate incomes and assets and 
whose intentions toward their assets were quite separate from 
their family’s. Including roomers, maids, and other extra people 
found in the dwelling units sampled, such “secondary units” 
accounted for 18 per cent of all units in the survey. 

In designing the sample the 11 major metropolitan areas 
were withdrawn from the universe and automatically included, 
making up somewhat more than a quarter of the total. The 
remaining counties were then stratified according to degree 
of urbanization, percentage of industrialization, previous sales 
of Series E savings bonds, average size of farm, and percentage 
of native white inhabitants. Within these strata counties were 
chosen at random, and within the counties so chosen, dwelling 
units to be interviewed were also selected at random. In metro- 
politan areas and medium-sized cities, however, where in- 
formation was available as to the rent paid by dwelling units, 
a larger representation of high-rent units and a smaller repre- 
sentation of low-rent units was taken for interview. The pur- 
pose of this was to increase the reliability of the results for 
the higher-income groups, where the inclusion or exclusion 
of a single individual may appreciably influence the average. 
Such overinterviewing was prevented from influencing final 
results by weighting the interviews with low-rent units more 
heavily and with high-rent units less heavily, so that reliability 
was increased in this manner without altering the survey 
findings. 

Within high and low-rent areas and in all rural areas a 
sampling ratio was set up designed to give roughly 3,000 suc- 
cessful interviews. To meet the sampling ratios, dwelling units 
were selected, entirely at random, from available lists, from 
actual block to block enumeration of dwelling units, or from 
maps and aerial photographs. Only the dwelling units actually 
chosen in this way were interviewed; if people in the unit 
refused to be interviewed, could not be found at home in three 
calls, were sick, did not speak English, or were otherwise un- 
available, no substitute interviews were taken. This means 
that although results for any area sampled may be biased 
by the absence of data from those not interviewed, they are 
not subject to additional bias caused by the inclusion of 
atypical substitute interviews. Finally, an examination of the 
units selected for interview but not interviewed indicated that 
“secondary units” had been somewhat more difficult to find 
at home than “primary units”; hence, the weight given the 
secondary interviews which were obtained was somewhat in- 
creased. In all cases every effort was made to interview the 
“head” of the spending unit, usually the husband; only if the 
wife had adequate knowledge of the family’s financial situation 
and the husband was not available was she interviewed. 


RELIABILITY OF THE RESULTS 


It is possible to obtain some indication of the reliability of 
results by expanding the estimates of income and asset holdings 
obtained from the survey and comparing them with estimates 
from other sources. To make as accurate a comparison as 
possible, national estimates from other sources were reduced 
8 per cent to allow for.groups not covered in the survey (and 
not allowed for in the expansion), including members of the 
armed forces, institutional residents (hospitals and _ religious 
or penal institutions), and transients (including residents of 
hotels, boarding houses, tourist camps, and the like). In the 
case of net money income, however, it was possible to‘ deduct 
the actual pay of the armed forces, so that a reduction of 
only 4 per cent was necessary. 

In general, it appears that adequate results were obtained 
by the survey. In the case of bond holdings the results agreed 
closely with those based on other sources, but in the case of 
bank deposits, and especially time deposits, a sizable dis- 
crepancy remains to be explained; it is quite probable that 
this difference could be reduced in a future survey. Finally, 
as with all previous surveys of this sort, it was found impossible 
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to obtain information as to currency holdings at all comparable 
to the amounts believed to be in the hands of individuals, 
but this is not surprising in view of the possible risks involved 
jn making such an admission to a stranger. It seems correct 
to conclude from the detailed comparisons presented in Table 6 
and discussed below that the findings of the survey can be 
considered reasonably reliable. 





Table 6 
Reliability of the Survey 
Personal holdings of Survey Other 
estimate estimates 
Savings bonds (excluding Series G 
PROTIGS))) ossesccasecseacesevecxescizetvsacceuieteoess 30.0 28.5 to 32.5 
Other Government bonds (including 
mentee: Cr HOMOS i-..sccaccercececscseccsoetes a 9.7 5.5 to 9.5 
MING CODOSEES) tess k css cciceensscezsanasiess 25.4 40.0 to 45.0 
BAIMATIC CEDOSIES: 2 22..2<cssccveeseoasesssicecoses 15.9 20.0 to 20.5 
Net: “MODCY INCOME: .<.<ssccsescvesessenseaase 120.6 137.5 


Savings bonds. The survey asked for holdings of Series E 
savings bonds separately, and interviewers were instructed to 
include other discount-type bonds (Series A through D and 
F); it is not clear, however, that all such bonds were in fact 
included, which explains the range given under the “Other 
estimates” heading. In general, it is clear that the survey result 
was highly accurate, as is to be expected because Series E sav- 
ings bonds, which account for almost all discount bonds, can 
only be registered in the name of an individual and therefore 
do not give rise to the complexities which mark other assets 
where personal and business holdings are less easily distin- 
guished. 

Other Government bonds. Only 3 per cent of the people 
interviewed—or less than 100 spending units—were found to 
have other Government bonds, including Series G bonds. It 
is obvious that with so small a number reporting the results 
are subject to a considerable margin of error, but the holdings 
of the very small number involved were so large as to account 
for all other Government bonds believed to be in personal 
accounts. In fact, the results appear to err somewhat on the 
high side. 

Time deposits. The range in the “Other estimates” column 
results from uncertainty in regard to the extent to which 
respondents understood that deposits in building and loan 
associations and credit unions were to be included in their 
answers. Although the question asked by the survey covered 
such deposits, it is not certain whether they were in fact 
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reported. The lower estimate is based on time deposits alone 
and is somewhat lower than the figure published in the latest 
estimate of total liquid-asset holdings (contained in the 
February 1946 Bulletin) . 

The survey results were equal to around 65 per cent of 
this minimum estimate. In deriving it all certificates of deposit 
and open-account time deposits were assigned to corporations. 
Of the savings deposits which remained, $3,500,000,000 were 
assigned i» unincorporated business and nonprofit organiza- 
tions. In the light of all available information this is an ample 
allowance, as most banks holding savings deposits may not 
so classify deposits where the beneficial interest is held by 
an organization operated for profit, so that the only unin- 
corporated businesses operated for profit which may legally 
hold such deposits are those operated by a single individual. 

In view of the sizable discrepancy between survey results 
and even the minimum estimate of time deposits, a check 
was made of average holdings of time deposits weighted by 
the importance of each State in the survey sample in compari- 
son with the national average, and the two were found to 
be almost identical. This eliminates the uneven geographic 
distribution of time deposits as a source of error. In addition, 
a comparison of the concentration of holdings obtained from 
the survey with concentration of all holdings seemed to elim- 
inate the hypothesis that there was systematic underreporting. 
A part of the discrepancy may result from a subjective classi- 
fication by business men of some of the deposits qualifying 
as savings deposits as a part of their business assets, so that 
such deposits were not reported when business men were 
asked for their personal holdings. In the main, however, the 
discrepancy remains unexplained and requires further study 
in future surveys. 

Demand deposits. Surveys of deposit ownership made by 
the Federal Reserve System previde the basis for more ac- 
curate estimates of total personal holdings of demand deposits 
than is the case for time deposits. The survey has accounted 
for about 80 per cent of personal holdings, as given in the 
most recent estimate of total liquid-asset holdings. 

Net money income. The total in the “Other estimates” 
column is the Department of Commerce figure adjusted so 
far as possible to make it comparable with the results of the 
survey by deducting income in kind and the like. While some 
minor differences remain, they are not believed to be important. 
A special effort was made by the survey to obtain income 
information; this seems to be reflected in the coverage ob- 
tained, as the survey appears to have covered about 88 per 
cent of the income involved. 


2. DISTRIBUTION ACCORDING TO INCOME 


Current saving and the holding of liquid assets is charac- 
teristic of a large percentage of the people of the United States, 
even though in dollar amounts the bulk of the savings and of 
asset holdings is concentrated in a relatively small proportion 
of all the spending units. Analysis of information compiled for 
the Federal Reserve System by the division of program surveys 
of the Bureau of Agricultural Economics indicates that while 
current saving and holdings of liquid assets in the form of 
bank deposits and Government securities tend to vary with 
current income, a substantial portion of people with moderate 
incomes reported considerable amounts of saving, while some 
with rather large incomes reported relatively small savings. 

In the first quarter of 1946 about three-fourths of all spend- 
ing units held some liquid assets in the form of bank deposits 
or Government securities, and in the year 1945 a similar 
proportion saved some part of their income. It was shown in a 
previous article that the 10 per cent of the spending units 
who saved the largest amounts in 1945 accounted for 60 per 
cent of all the saving in that year and also that the 10 per cent 
with the largest dollar amounts of liquid assets (bank deposits 
and Government securities) held 60 per cent of all such assets 
held by all spending units at the beginning of 1946. When these 
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units are distributed by amounts of income received in 1945, 
as is done in this article, the results show that the 8 per cent 
of the spending units with incomes of over $5,000 in 1945 
accounted for 40 per cent of the saving in that year and held 
36 per cent of ail liquid assets at the beginning of 1946. Some 
of the 20 per cent of the units with incomes of less than $1,000 
saved part of their income and held some liquid assets but in 
the aggregate these people drew upon their past savings. About 
half of both saving and liquid-asset holdings are accounted for 
by spending units with incomes of between $1,000 and $4,000 
a year. 

Among the many factors affecting liquid-asset holdings and 
saving, it is clear that opportunity to save is of major impor- 
tance and that opportunity to save largely depends on income. 
Current income, however, is not the only influence determining 
the volume of current saving, and the volume of accumulated 
savings is even less related to current income. Other factors 
than income as an influence upon saving are indicated by the 
results of the survey. People who have had more education, 
who live in rural communities, who are self employed or have 
professional occupations, and who have regular saving programs 
tend to save more and to hold more liquid assets than do other 
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people in the same income group. Older people apparently do 
not save any more than younger ones in the same income 
groups but tend to have larger holdings of liquid assets. 

The present article starts with a discussion of the relation be- 
tween income and liquid-asset holdings and saving. It then 
considers the effect of changes in income on saving and con- 
cludes with the factors other than income which influence both 
liquid-asset holdings and saving. 


Table 1 


Distribution of Spending Units, Liquid Assets, and Net 
Saving by Income Classes? 


é [Percentage of total] 


Liquid 

Spending asset Net 

units holdings saving? 

Income class! (Early (Early (During 
1946) 1946) 1945) 
Under $1,000 ............. 20 7 -l 
$1,000-$1,999 wow. Q7 14 11 
$2,000-$2,999 ooo 23 17 14 
$3,000-$3,999 eee 15 16 Q4 
$4,000-$4,999 Loo 7 10 12 
$5,000-$7,499 o....... ee 5 13 16 
$7,500 and over................ 3 23 24 
PASI CIDSSOS fsssisssssessevsesse0- 100 100 100 


* Based on 1945 money income before taxes. 
* Net saving is total positive saving less total dissaving (consumption 
expenditures in excess of income). 


LIQUID-ASSET HOLDINGS IN RELATION TO INCOMES 


The extent to which liquid-asset holdings are distributed 
among people in different income groups is illustrated by the 
chart and also shown in Table 1. The 30 per cent of all units 
with incomes of more than $3,000 account for 62 per cent of all 
holdings, while the 47 per cent with incomes of less than 
$2,000 account for 21 per cent. Those with incomes of less 
than $4,000 hold more than half of all liquid assets. This degree 





CONCENTRATION OF LIQUID ASSET HOLDINGS AND NET SAVING 
PERCENTAGES OF TOTAL BY INCOME CLASSES 
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* Spending units in the $1,000-$1,999 income class accounted 
for 11 per cent of the net saving while those having incomes 
under $1,000 dissaved (had negative savings) to the amount of 
one per cent of the total. 
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of concentration is considerably less sharp than when holders 
are ranked without reference to income: then the top 30 per 
cent of holders account for 87 per cent of all liquid assets and 
the bottom 50 per cent a mere 3 per cent of such assets. This 
shows that, while income is obviously a major factor, it is not 
the only one giving rise to differences in asset holdings. 

Somewhat more than three out of four spending units hold 
some liquid assets. The proportion holding assets increases 
steadily from around 50 per cent in the case of those with 
incomes of under $1,000 to 95 per cent of those with incomes 
of between $4,000 and $5,000 and 100 per cent of those with 
incomes of over $7,500. Savings bonds are distributed in a 
manner similar to total holdings, but savings accounts are held 
by more units in the upper middle than in the top income 
bracket. Demand deposits, on the other hand, are held by a 
relatively small percentage of units in the middle income 
brackets and a relatively large percentage of those in the 
highest brackets. Information regarding asset holdings in differ- 
ent income classes is presented in Table 2. 


Table 2 
Holdings of Liquid Assets by Income Classes 


Percentage of spending units in each income 
class holding? 


Income class* fone, Savings Savings Checking 

assets? bonds® accounts accounts 
Under 81000 : s.cciccccczixcesss 54 31 22 21 
$1,000-$1,999 .................... 71 54 32 29 
$2,000-$2,999 .................... 87 U4 43 98 
SSiOO0-BS G99 |. x.ccccesccsccscssss 92 80 50 42 
$4,000-$4,999 ...............000 95 89 55 50 
$5,000-87 499 .................066 98 91 60 67 
$7,500 and over .............0. 100 94 52 88 
ALIS Class@s kek. 78 63 39 34 


* Based on 1945 money income before taxes. 

* Including all Government bonds, bank deposits, and currency hold- 
ings to the extent that the latter were reported. Holdings of currency, 
as was explained in the previous article, were underreported in the 
survey; the amounts actually reported averaged only $20 per spending 
unit compared with $1,748 in other assets and so have negligible im- 
portance in the table. 

* Excluding Series G bonds. 


The number of types of liquid assets held is larger for 
those with higher incomes than for those in lower-income 
groups. Those holding two or more types rose from 25 per 
cent in the lowest income class to 85 per cent in the highest. 
Of those holding only one type of asset 70 per cent in the 
lowest bracket held bank deposits, compared with 30 per cent 
who held savings bonds. In the next income bracket the split 
was 55 to 45, while in the third it was 40 to 60 in favor of 
savings bonds. It seems clear that bank deposits are the most 
common asset of even the lower income brackets. 

The typical amount of liquid assets held is not only larger 
in dollars for the high-income group than for the low-income 
groups but is also larger relative to income. This is shown by the 
comparison in Table 3 of median income and liquid asset hold- 
ings (the median amount being that held by the middle unit 
when all units in the class are ranked by size). Median holdings 
increase from $20 for the lowest income class to $7,270 for the 
highest, and they rise as a percentage of income from 3 per 
cent to 73 per cent. 

In every income class a few holdings of very large amounts 
of liquid assets, which are not at all typical of the class as a 
whole, have a major influence on average or mean holdings 
(the mean amount being the total held by all units in the 
class divided by the number of units involved). These large 
holdings result in a very high ratio of mean-asset holdings to 
mean income in the lowest income class, while over the entire 
range from $1,000 to $5,000 -of income, the ratio remains 
roughly constant at an appreciably lower level. Only in the 
highest income bracket does the ratio exceed that for the 
lowest bracket. 
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oldees Table 3 

30 per ' Bite 

's and Median Amount of Liquid Assets by Income Classes 

. This Median Median liquid- Holdings as 
is not Income class? asda) ieee — of 

| Under $1,000 ................000 600 20 S 

old fg. 000-81,999 oaeessesesseseeeen 1,500 230 15 
reases J 92,000-82,999 2.400 470 20 
with J ¢3,900-83,999 3.300 900 27 
romes $4,000-84,999 4,300 1,450 34 
With — J 65000-87499. ..cceeccssseceseees 5,500 2.700 49 
ma $7500 and OVET ........cccccees 10,000 7,270 73 

> held 

come BD CARRIER anciccsnnorosonensse 2,020 43 21 
by a ‘Based on 1945 money income before taxes. The median amount is 
‘come that of the middle unit when all units in the class are ranked by size 
1 the of income or liquid-asset holdings. 

liffer- : : : ; 

The large holdings of some people with small incomes appear 
to be accounted for chiefly by two groups. First, there are 
many farmers among people with low incomes and large assets; 
their money income is obviously not representative of their 
real income. Second, a number of retired people and others 

ncome whose earning capacity has decreased also have current in- 
comes bearing little relation to their asset holdings—that is, 
— they are likely to be living, in part at least, on their capital. 
21 
99 Table 4 
28 Mean Amount of Liquid Assets by Income Classes 
42 Mean Mean liquid- Holdings as 
50 Income class! income asset holdings percentage of 
Re (In dollars) (In dollars) income 
pi Under $1,000 600 570 95 
7 $1,000-81,999 1,550 880 57 
34 $2,000-$2,999 2.670 1,350 51 
SE 000-BS3999  ....ccsssrseesseesee 3.540 1,850 52 
$4.000-$4,999  ...........-cceseees +590 2.600 57 
hold- Fg 000-8 7499. seecscsscssessees 6.060 4.580 76 
omeF> 8 67,800 and OVET .........cnsse 13,000 15,830 122 
1 the 
iding Be SUNN ists ancimiecs 2,620 1,748 67 
ti ‘Based on 1945 money income before taxes. The mean amount is 
the total amount held by all units in the class divided by the number 
f of units in the class. 
Bsc: The influence of factors other than income on liquid-asset 
per holdings is also indicated by the wide differences in holdings 
oak within a given income class and the extent to which the holdings 
the of one class overlap those of other income classes. This is 
ent indicated in Table 5, which shows that when holders within 
plit each income class are ranked according to size of holdings, 
: of every holder in the quarter with the highest holdings had more 
10st assets than the middle holder of the next higher income class 
(with the sole exception of the highest income class). Similarly, 
‘er every holder in the quarter of the spending units with the 
me lowest holdings had less assets than the middle holder of the 
the next lower income class. The overlapping of the complete 
old- ranges within each income class was even more extreme, but 
init less significant because the end points depended on a single 
ngs or a few not necessarily typical cases. 
the Since there are substantial differences in size of asset holdings 
per even when people have the same income, it is important to 
determine the factors likely to be responsible for these differ- 
nts ences—such as place of residence, occupation, education, or 
33 age. In many cases the factors in question are also related to 
1gs differences in saving rates. Hence examination of them will 
the be postponed until the relationship of income to saving has 
ge been set forth. This will allow effects on both asset holdings 
to and saving to be considered at the same time. 
ire 
ins SAVING IN RELATION TO INCOME 
he Information was obtained for amounts saved in the year 
he 1945 by adding to the change in liquid assets (excluding cur- 
rency) the amount used to purchase other assets (including 
vS 
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housing and insurance) and to repay loans, and then sub- 
tracting the amount derived from the sale of assets, the in- 
crease in loans, and gifts or inheritances. 


Table 5 
Dispersion of Liquid-Asset Holdings Within Income Groups 
saan liquid assets held 


y holder at? 
Income class! 





“una Median ame 
Under $1,000 $0 $20 $250 
$1.000-$1 999 0 230 670 
$2 ,000-$2,999 ..........ecccccseee 90 470 1,090 
$3 .000-BS.999 ...cccccccsseccsesse 300 900 1,650 
$4 ,000-$4,499  ............ccccc00e 430 1,450 3,250 
$5,000-$87 499 ..............000000 1,035 2,700 5,450 
$7,500 and over 2.650 7,270 11,870 





* Based on 1945 money income before taxes. 

* Figures refer to holders within each income group selected as follows: 

First quartile—holdings of case which separates the fourth with 
smallest holdings from the upper three fourths. 

Median—holdings of case which is the midpoint of the distribution, 
half of the individuals are below and half above this case. 

Third quartile—holdings of case which separates the fourth with 
largest holdings from the lower three fourths. 


By income class net saving is more concentrated than liquid- 
asset holdings, as was demonstrated in Table 1.’ The 70 per 
cent of spending units with incomes of under $3,000 accounted 
for less than a quarter of all saving but held 38 per cent of all 
liquid assets, while the 8 per cent with incomes of over $5,000 
were responsible for 40 per cent of saving and 36 per cent of 
liquid-asset holdings. By far the most striking contrast, how- 
ever, is in the $3,000 to $4,000 bracket, which accounted for 
24 per cent of saving but only 16 per cent of liquid-asset 
holdings. The probable explanation of the greater concentration 
of saving in general is that some of those with large assets in 
the lower-income classes had high incomes in the past, while 
the unusually large difference in the other direction for the 
middle income bracket might be explained by the rapid growth 
in incomes during recent years for many people formerly 
receiving low incomes. 

As with liquid-asset holdings, the median percentage saved 
is much larger for higher than for lower incomes. while the 
amount saved even within the same income class varies widely. 
Over half of those with incomes of under $1,000 had no savings 
or dissaved in 1945, while among those with incomes of over 
$5,000, only 6 per cent had no saving or dissaved, and almost 
half saved 20 per cent or more of their income, as is indicated 
in Table 6. 

The forms taken by saving also showed considerable varia- 
tion. Of all spending units 12 per cent saved exclusively by 
increasing their holdings of liquid assets (bank deposits and 
Government securities) , 25 per cent exclusively in other forms, 
and 32 per cent in both forms, making a total of 69 per cent 
who saved in some form or other. By far the most widespread 
form of saving was premiums on life or retirement insurance, 
which were paid by three out of five spending units. This com- 
pares with two out of five who increased their holdings of 
liquid assets as a whole and almost as many who increased 
their holdings of savings bonds, one in five who increased their 
savings accounts, and one in ten who increased their checking 
accounts. About one in twenty saved by buying real estate 
out of their income and a similar proportion put their current 
saving into business or securities, while one in a hundred in- 
creased their holdings of Government bonds other than savings 
bonds. In addition, the saving of one in five was accom- 
plished by reducing their indebtedness. 

If we compare those who increased their holdings by more 
than 5 per cent with those who decreased them to a similar 


1 Net saving is positive saving less dissaving (consumption expendi- 
tures in excess of income). 
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extent, we find that 20 per cent of all spending units decreased 
their holdings of savings bonds (compared with 87 per cent 
who increased them), 11 per cent decreased their savings ac- 
counts (compared with 18 per cent), 7 per cent their check- 
ing accounts (compared with 11 per cent), and 26 per cent 
their liquid assets as a whole (compared with 42 per cent). The 
remaining spending units had either no holdings or unchanged 
holdings. Thus while decreases were sizeable, increases were 
appreciably larger. About half of the funds withdrawn, cover- 
ing three quarters of those making withdrawals, was added to 
consumption expenditure and therefore involved dissaving, 
while the remainder was used to purchase nonliquid assets. 


Table 6 
Percentage of Income Saved by Income Classes 


Percentage of spending units in each 


income class! 
$5,000 


— : : —— eg . ‘ 4 o, poe vi 990 and cl - aol s 

7 Sse Ses over oe 
Dissaving * woo... sestuene 18 21 1] I ba 
INO {SAVING «<.cccnescssssssssrescoees 33 9 2 2 13 
SS oe 16 2% 23 4 2 
LO -| ea en 9 16 Q4 Q4 18 
POP ADD wcvicccesévaseenscsnceseesss . 7 10 13 12 11 
NO acs ccccecnctsceasoocesones ff 9 15 19 11 
50 and over.......cceceeeceeeees es 7 6 6 14 6 
Not ascertained .............. —_ 3 4 6 11 1 
Too 100 100 100 100 
JU ; 0 6 13 19 8 


‘Based on 1945 money income before taxes. 

* Expenditures in excess of income. 

* Percentage of income saved by the median spending unit in each 
income class. 


CHANGES IN SAVING DURING 1945 IN RELATION 
TO INCOME 


Incomes generally declined during 1945, but the difference 
in the number of spending units whose income increased and 
decreased in the course of the year was not great. About 30 
per cent of all spending units had smaller incomes in January, 
1946, than in January, 1945, while 25 per cent had larger 
incomes. Loss of overtime pay, changes to lower-paid jobs, and 
unemployment were the main factors given in explanation of 
lowered earnings. A large proportion of those with increased 
incomes were veterans. 

The rate of current saving declined considerably more over 
the period than income, with the over-all percentage of income 
saved declining approximately one fifth from January, 1945, 
to January, 1946. Of all spending units (except farmers, who 
were not asked to estimate the change because their income 
is not received on a monthly basis) , 27 per cent decreased their 
saving between January, 1945, and January, 1946, 15 per cent 
increased their saving, 47 per cent made no change, and 11 
per cent were unable to estimate the change. Of those increasing 
their saving, about two out of five had saved nothing in 
January, 1945; of those who made no change, over half saved 
nothing at either time; and of those who decreased their saving, 
over half were saving nothing in January, 1946. The estimates 
of saving in the months of January, 1945, and January, 1946, 
are less accurate than the estimate for 1945 as a whole, but 
are believed to be adequate to permit comparisons between 
the two periods. : 

Changes in income were, of course, the most important single 
factor explaining the decline in saving, but other factors were 
also present. In money terms, decreases in income had more 
effect in reducing saving than improvements in income had in 
increasing saving. Table 7 shows that 43 per cent of those 
with substantially increased incomes had larger saving and 38 
per cent unchanged saving, while 62 per cent of those with 
decreased incomes had smaller saving and 25 per cent un- 


62 





changed saving. Rising prices were probably also an influence 
in reducing the rate of saving during the year. 


Table 7 
Relation between Income Changes and Saving 


Change in income! 


In- De- 
Pe crease No crease oo 
yy 5 ange P x ease 
of 25 of 5 change of 5 of 95 


percent in percent, '- 
to24 income? to 24 ies cent 
per cent per cent °F More 


ange in saving 
Change in saving per cent 
or more 





Increase F 43 30 9 9 3 
No change . . 38 i+ 67 42 25 
Decrease re i 18 13 88 62 
Not ascertained ........0 8 8 11 11 10 


100 100 100 100 100 
* Figures in each column are percentages of all spending units having 
the change in income specified for the column. 
* Including change of less than 5 per cent. 


OTHER FACTORS INFLUENCING SAVING AND 
LIQUID-ASSET HOLDINGS 


Around half of all spending units plan to save whatever 
is left after meeting their expenses, a quarter say they can 
not save at all, and the remaining quarter plan to save some 
portion of their income regularly and to meet their expenses 
from what is left. More than half of the regular savers 
use the pay-roll deduction plan for purchase of Series E 
savings bonds. 

When asked their purpose in saving, about three out of five 
spending units mentioned motives which can be classified 
under the general head of “security.” Old age, ill-health, un- 
employment, and general protection against a “rainy day” 
were included under this head. Old age and ill-health together 
were specifically mentioned far more frequently than unem- 
ployment, perhaps indicating that people expect little unem- 
ployment or that they no longer consider protection against 
unemployment an individual responsibility. A further one out 
of five save to make investments (mainly to purchase a home 
but including some business investment as well) and one out 
of six to provide benefits for children (mainly education). 
Only one out of ten indicated that they were saving to pur- 
chase consumer durable goods or to make other consumption 
expenditures, while one in twelve mentioned miscellaneous rea- 
sons or had no specific purpose.” 

The influences of factors other than income on liquid-asset 
holdings of individual spending units can be analyzed by com- 
paring the characteristics of “large” and “small” asset holders 
with similar incomes. In drawing the line “large” was defined 
to include approximately the top quarter distributed according 
to asset holdings and “small” the bottom quarter of all spending 
units having similar incomes. Throughout the remainder of the 
discussion “large” holders (or savers) are units whose holdings 
(or savings) are large for their income, not large in an absolute 
sense. “Similar incomes” is defined as income differences of less 
than $100 annually. Even when the influence of income is 
eliminated in this way, sharp differences in holdings remain: 
the smallest of the large holders, for example, has on the 
average seven times as much as the largest of the small holders. 
Moreover, roughly similar differences appear when savers are 
analyzed in the same way. 

Various characteristics of large and small holders and savers 
are compared in Table 8. These comparisons throw light on 
nonincome influences on savings and holdings. We find that, 
at least in money terms, the percentage of a given income saved 
is larger in rural than in metropolitan areas. Of those residing 
in rural areas 37 per cent were large savers for their income, 
compared with 13 per cent of those in metropolitan areas. This 
difference may be in part explained by lower prices and non- 
monetary income in rural areas. Differences in liquid-asset 


*As some people mentioned more than one purpose in saving, the 
answers total more than 100 per cent. 
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holdings between areas are far less marked than in the case tion were large and 16 per cent small holders, compared with 
luence of saving, although some residents of open country have large 23 per cent large and 37 per cent small holders among those 
holdings of liquid assets in relation to their income. with grammar-school education. 

Among occupational groups, farm operators, self-employed Differences in age have relatively little effect on the current 
businessmen, and professional and white-collar workers are rate of saving, except that the number who are average savers 
large savers for their money income (in the order named), grows with age. As is to be expected, however, the number of 
while skilled and unskilled laborers, those without paid occupa- large asset holders increases and the number of average holders 

mii tion (retired and housewives) , and the unemployed are at the decreases with age, but the number of small holders—those 
crease other extreme. These same differences prevail in regard to who never succeed in accumulating holdings—-remains rough- 
Bak. liquid-asset holdings, except that businessmen have relatively ly constant. 
©” more small liquid holdings and those without paid occupations That there is some stability of the saving habit is demon- 

3 relatively large holdings Information was not obtained as to strated by the fact that about three times as many large 

95 holdings of other assets. savers as small savers hold $1.000 or more in liquid assets. 

62 Higher education appears to encourage both saving and the While about as many large savers save entirely in liquid as 

10 accumulation of liquid assets. Of those with a college educa- in nonliquid forms, among small savers nonliquid forms pre- 
100 tion 29 per cent were large and 17 per cent small savers, com- dominate, largely because of the importance of insurance. 

: pared with 20 per cent large and 26 per cent small savers in The largest savers are those who save regularly before meeting 
having the case of those with only a grammar school education. This their expenses by a plan other than pay-roll deductions; tnose 
difference was even more pronounced in the case of liquid- using pay-roll deductions for purchase of Series E bonds come 
asset holdings, where 34 per cent of those with college educa- next, followed by those without any definite plan. 
) 

3. PROSPECTIVE SPENDING AND SAVING AND SUMMARY OF SURVEY FINDINGS 
atev 
v is Indications are that the use of liquid assets by individuals will liquid assets and from borrowing, will continue to exceed the 
some exert strong inflationary pressures in consumer goods and some supply of goods. This will be particularly true for goods supplied 
Denses investment markets through 1946. The demand for consumer by industries not yet producing at top capacity. It would appear 
savers goods made possible by the current all-time high in consumer that as much as 10 to 15 billion dollars of. liquid-asset holdings 
ies E income, plus purchasing power obtained from the spending of might be used for various purposes during 1946. From 2 to 3 
f five 
sie Table 8 
1, un- Characteristics of Large and Small Savers and Holders of Liquid Assets 
day” i 
ether [Percentage of total number of spending units in group] * 
inem- 
inem- Groups of spending units in a = le ee ae 
ae By age of head of unit: 
ess EEL OE TORO 27 41 29 22 45 32 
home NLS AALS AI 92 15 27 19 47 30 
ne ELE IE ALERT 22 1 23 a7 41 25 
ies. ELLOS AEE 21 49 21 34 28 31 
bmi By occupational status of head of unit: 
pion Professional or white-collar worker..........0..cc.cccccccccesscseesseeseeees 23 52 17 28 50 15 
thi Self-employed businessman 30 40 17 26 48 17 
- Skilled or unskilled worker 19 46 30 18 44 35 
= Retired or housewife assess 16 47 Q7 33 28 31 
Pre, U nemployed Ds séavvtsesstacencess sesnsnnesecnsnnsecssnssecesssuseccssssssecssannsscesssnees 17 36 41 20 35 42 
fined By education of head of unit: . . 
oan Grammar school 20 48 26 23 37 37 
adie METRE SEETOG) Mesto tc oe eae chee Me seated esse savas svasdeeceusiaane 25 41 26 24 48 23 
if the College sossnsnsnsnunecssossosseeseeneeeesnsnsnsnnssanssnnssuuuussusscsosseseceeeeeeeeessessensts 29 43 17 34 42 16 
dings By type of communsty: 
hata Metropolitan TCDS sssessssssssssssecseecesernnessnnnsssss ssssuseeeasesecnsnecensanesee 13 46 34 19 47 29 
£ less Other cities of more than 50,000 population Rae hastens andasiea ee 20 +8 25 23 43 29 
ae i Towns of 2,500 to 50,000 population isda ca Su. ancactascadseadccagndetasi 26 43 22 Q7 42 an 
ae, owns of less than, 2,500) populahion:..:......+<00<sce0--cesecssiseacsoeseas ) 1 23 22 41 32 
ae WU BRET COURIC cae ctacs Nes aoa ee aceatsaetss doe tas sasocacecyacsentsssdsensssieseceaiig 37 42 17 34 30 34 
Rial By savings plans:' Se 
aa Have regular plan other than pay-roll deduction”................. 31 45 16 32 49 13 

ee | a ae 24 50 18 24 55 14 

asell Have no plan, but try to save 23 44 24 26 46 22 

eal I ONE UI IN os ai cenendiosccriesebneneeomivemnnionestuntiasiin 10 48 38 12 28 58 
that, "Figures in each line are percentages of all spending units having characteristic indicated in stub; for each characteristic shown, the percentage 
saved figures in each set of three columns, together with percentages not shown for units for which the particular characteristics were not ascertained, add 
‘iding across to 100 per cent. 
ome, *Terms “large,” “medium,” and “small” savers or holders refer to amounts saved in 1945 or amounts of liquid assets held in first quarter of 1946 
This relative to income and not to dollar amounts of savings or holdings. 
non- ‘The 11 largest cities including their suburbs. 
asset ‘Farmers have been omitted from this grouping since the irregular nature of their incomes makes it difficult for them to have a regular savings 

plan. 
‘People who saved by pay-roll deduction and also had other savings plans of their own are included in both columns. Pay-roll deduction refers 

g, the only to purchase of Series E savings bonds, 
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billion dollars of this sum might be spent to buy consumer 
durables and housing; another 4 to 5 billion might be used for 
current consumption purposes, including meeting of family 
deficits; and a further 3 to 6 billion, held largely by top-income 
groups, might be shifted to investments promising higher 
returns, such as real estate, equity securities, and unincorporated 
business. In addition to expenditure from liquid-asset holdings, 
consumers might obtain from 3.5 to 4.5 billion dollars for 
spending from borrowing on the instalment plan to pay for du- 
rable goods or by mortgage credit to finance the purchase of new 
housing. Some current savings would of course be invested in 
liquid assets and such savings would be an offset to spending 
from the use of liquid assets and from borrowing. But on 
balance, in markets of limited supply, it does not seem likely 
that saving in liquid forms during 1946 would substantially 
dampen the inflationary pressures originating in consumer use 
of liquid assets and in consumer borrowing. 

The present article is concerned with factors influencing pro- 
spective spending and saving as reflected in survey interviews. 
It also reviews the indicated demand for consumer durable 
goods and housing in 1946 in relation to the characteristics of 
prospective buyers and the methods that consumers will use in 
paying for these items. Another subject covered is the possible 
tendency of heads of spending units to convert investment in 
liquid assets into investment in nonliquid assets. A special fea- 
ture of this article is a brief discussion of the changes in the 
distribution of income and saving during the war years. The 
changing pattern of distribution revealed by the analysis no 
doubt influenced respondents’ attitudes toward spending and 
saving. Also included is a summary of the major findings of the 
national survey of liquid assets and a resume of general con- 
clusions to which the survey’s results point. Finally, a special 
note prepared by the staff of the division of program surveys of 
the Bureau of Agricultural Economics discusses the reliability of 
the survey findings. 

Interviews with a carefully selected cross section of the popu- 
lation conducted in the first quarter of 1946 indicate that people 
expected their income payments in 1946 to be almost the same 
as in 1945. The majority of spending units expected prices of 
cost-of-living articles to rise during 1946. People expected to 
spend more on regular living expenses in 1946 than they had in 
1945. In addition to increased spending for current consumption 
purposes, many people expressed the intention of purchasing 
automobiles, other durable goods, and houses, which were not 
available during the war. 

Although most consumers attached great importance to a 
continuation of saving, many people, and especially those who 
had saved most in the past, expected that they would reduce 
their saving this year. A large majority of consumers, as was 
shown in the first article, reported that they had no intention of 
using their liquid assets for any purpose in 1946. People gener- 
ally planned to finance the bulk of their intended purchases of 
consumer durable goods out of current income, either directly 
or by using instalment credit. While only a minority of con- 
sumers might use liquid assets to meet extraordinary or ordinary 
consumption needs, their spending of such assets could represent 
a substantial addition to consumer expenditures from income 
and thus supplement existing inflationary forces. 

In addition to the use of liquid assets for consumption pur- 
poses, some consumers planned to convert their liquid-asset 
holdings during 1946 into investments in real estate, securities 
of changing value, or private business. The consumers having 
these intentions were only a small minority whose most fre- 
quently declared motive was the higher return to be obtained on 
investment in nonliquid assets. But a significant proportion of 
them were holders of substantial amounts of liquid assets. The 
aggregate amount of such conversions, if carried out in accord- 
ance with intentions, could generate strong inflationary pressures 
in the markets for nonliquid assets, with further repercussions in 
other markets. The fact that only a small minority indicated 
such intentions needs special emphasis. At least two thirds of the 
holders of substantial amounts of liquid assets considered Gov- 
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ernment bonds and bank deposits the safest and wisest invest. 
ment. 


CONSUMER EXPECTATIONS REGARDING INCOME, 
SPENDING, AND SAVING IN 1946 


Prospective income. Estimate of prospective income made 
by individuals or heads of spending units covered in this survey 
during the first quarter of 1946 indicate that consumers generally 
expected income payments this year which will approximately 
equal total income payments to individuals in 1945. Actually, 
income payments to date in 1946 point to a total for the year 
of roughly 160 billion dollars, or about the same total as the 
all-time high recorded in 1945. As is shown in table 1, one 
fourth of the people expected their incomes to be higher in 
1946 than in 1945, and one fourth expected decreases in income. 
The average amounts of increases and decreases in income ex- 
pected by these two groups were approximately equal. One third 
of the spending units expected their incomes would be the same 
while one sixth had no definite expectation as to what changes 
would occur. 

About half the people expecting 1946 incomes higher or lower 
than 1945 apparently based their expectations upon changes in 
their income status that had occurred by the early part of 1946, 
Loss of overtime or changes to lower-paying jobs were impor- 
tant factors indicated for decreases. Improvement in income 
status for those discharged from the armed forces and higher 
pay rates for others were the principal reasons given for expect- 
ing increases. 

As is indicated by the table, people in the two lowest income 
groupings expected ‘income rises more frequently than people 
with incomes of $2,000 and above. Spending units in the $2,000 
to $7,500 income range expected income decreases more fre- 
quently than those in other ranges. . 


TABLE 1 
1946 Income Expectations by Income Classes * 


Percentage of spending units in each income class expecting: 





Income Income Income — Uncertain 

increases of the same decreases of and 

5 per cent (within 5 per cent not 
Income class or more 5 per cent) or more known 

Under $1,000...... . 29 35 10 26 
$1,000-$1,999.. . 29 33 16 99 
BOO Bl COO sc csescssvsecetsaces 95 32 28 15 
POO =O). cccniscoosessconescets 20 34 35 1] 
B4:000-B4.9 09... ceccsscicscossssooes 21 30 35 14 
B5 000-87 AOD \.....0cccnccccssicesseee 19 38 29 14 
$7,500 and OVE?...c<escccsscessesies 23 44 20 13 
AU GASSES. 35. csccdsccxsaxes sess eo 34 23 18 


* Based on 1945 money income before taxes. 


Occupationally, self-employed businessmen and managerial 
people generally expected higher incomes in 1946 than in 1945. 
Professional people tended to expect higher 1946 incomes. The 
white-collar group, where almost half of the individuals made 
less than $2,000 in 1945, also tended to expect higher 1946 in- 
comes. Skilled and semiskilled workers, three fourths of whom 
made over $2,000 in 1945, more often thought their incomes 
would be lower during 1946. Unskilled and service workers were 
evenly divided in opinion as to a rise or drop in income. 

Expected trend of prices and living expenses. In the first 
quarter of 1946, more than 50 per cent of the spending units 
expected prices to rise during the year. Forty per cent expected 
prices to remain the same or were uncertain about the future 
price trend. Reasons given for price increases reflect the wide- 
spread strikes and wage increases during the interviewing period. 
References to the effects of wage increases as a factor in price 
increases were far more frequent than any other opinion. Few 
people mentioned the possibility of price increases as a result 
of ending or relaxing price controls. 

When asked about the amounts that would be spent on regu- 
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lar living expenses such as food, clothing, and rent during 1946 
as compared to 1945— 

Four of every ten spending units expected to spend more, 

Four of every ten spending units expected to spend the 

same, 

One of every ten spending units expected to spend less, and 

One of every ten spending units was uncertain as to future 

spendings. 

These expectations correlated closely with expectations regard- 
ing prices. In some instances people referred to other added 
expenses making for increased living expenses, such as more 
persons in the spending unit or the need for nondurable goods, 
particularly clothing, not bought during the war. Expected re- 
ductions in expenses, not attributed to people’s price expecta- 
tions, were most often occasioned by the belief that there would 
be smaller outlays for moving or hospitalization, or by reason 
of a lower income in 1946, which would necessitate less spending. 
‘ Prospective saving. People’s plans for saving reported in the 
first quarter of the year indicate that total saving may be sub- 
stantially less in 1946 than in 1945. This was noted in the first 
article of this series and was based on the finding that the people 
accounting for 90 per cent of 1945 saving expected to save less 
in 1946. The findings of the supplementary analysis indicate 
that expectations as to saving were not entirely consistent with 
expectations as to spending. In general, however, the nature of 
the inconsistency is such as_to strengthen the conclusion of the 
first article. 

Slightly over 50 per cent of the people expected to save as 
much in 1946 as they had in 1945, or more. Yet according to the 
expectations expressed, aggregrate income will remain the 
same as in 1945, spending for regular living expenses will rise, 
and more will be spent for consumer durables and housing. It 
appears that predictions as to saving were inconsistent with 
income and spending expectations in the case of one in every 
four spending units. If the reported income and spending ex- 
pectations are realized, then obviously less will be available 
for saving and saving expectations will be frustrated. As was 
shown in the second article, about half of the people have no 
plan for saving on a regular basis, but only put aside what has 
not been spent during the month, and those in this group par- 
ticularly will probably save less than expected. 

The survey findings suggest that reluctance to give up plans 
for purchasing durable goods and to reduce living standards as 
prices rise is a major factor operating to decrease current saving. 
The findings, however, provide no support for a conclusion that 
people believe that they had saved enough during the war, or 
that they would recklessly increase their spending in relation to 
income after the war. Almost three fifths of the respondents 
wanted to save as much as or more than during the war and an 
overwhelming majority indicated that saving was as important 
under postwar as under wartime conditions, or more so. The 
major motives for saving, e. g., desire for security in case of 
adversity or old age, desire to provide adequately for children’s 
education, or desire to own a home, will apparently continue 
to be potent influences in postwar consumer saving. 

POTENTIAL BUYERS OF CONSUMER 
DURABLE GOODS IN 1946 


In the first article of this series it was estimated from the 
survey replies that about 11 per cent of all spending units would 
probably buy automobiles in 1946 and 28 per cent would buy 
other consumer durable goods. If all prospective buyers were 
able to purchase desired consumer durable goods in 1946, some 
4.0 to 5.5 billion dollars would be spent for cars and 3.2 to 4.0 
billion for other consumer durables such as refrigerators, furni- 
ture, radios, and washing machines. Assuming people could 
actually buy in 1946 two thirds of the cars and other consumer 
durables they said they would or would probably buy, from 5.0 
to 6.5 billion dollars would be spent. 

Although the bulk of prospective buyers come from middle- 
income groups, the more income a person has the more likely he 
is to buy a car or other durable consumer goods. This is partic- 
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ularly so among car buyers, as is shown in Table 2. Only 3 per 
cent of the spending units with less than $1,000 of income ex- 
pected to buy cars as compared to 28 per cent of those with in- 
comes of $5,000 or over. In the case of other consumer durable 
goods, potential buyers were found to include 14 per cent of the 
under-$1,000 income group and 38 per cent of those receiving 
$5,000 or more. 


TABLE 2 


Prospective Buyers of Cars and Other Consumer Durables 
in 1946 by Income Classes. 
Percentage of spending units in each 
income class who expected to buy:’ 








Other 

consumer 

Income class Cars durables 
Winreterr: I ac ccccccccecacicccconcnes savecercasecd ‘ 3 14 
SOO es aces acdc dewakcidacaideavataceccedeacacaates 2 8 25 
er eos ose case ssac ss cvesiiwadiacaviacienssons ‘ 11 32 
Po UU 2 0) EEA ie eee Raerece ee PnoneAeinpey yan 16 34 
Pe OU GUARD ONE E205 cds iadoeudccccdneeseaeceiecasdosteee $ 28 38 
Dy OTE CS ene Ok ean Dt 2 eee atc CERIN Fee 11 28 


"Includes those who said definitely that they would buy and those 
who said they probably would buy. 


Characteristics of prospective buyers of cars and other du- 
rable goods in 1946 are given in Table 3. Sixty per cent of poten- 
tial buyers have incomes of less than $3,000. People who 
expected to buy cars or other durables held more liquid assets 
than nonbuyers, but over 40 per cent of prospective buyers held 
less than $500 of liquid assets. On the whole, prospective buyers 
of durables tended to be younger than nonbuyers. Over two 
fifths of the buyers were skilled or unskilled workers, while about 
one third were professional, white-collar, or business people. 
Potential buyers were found in small cities and rural areas as well 
as large cities, in numbers that are roughly proportional to the 
population of these places. 

People who planned to buy new cars in 1946 usually expected 
to pay between $1,000 and $1,350. One fourth of the new- 
car buyers were willing to pay $1,350 or more. The amount 
individual units expected to pay for durable goods other 
than cars varied according to the number and kind of 
items to be bought. Potential buyers of these goods most 
often mentioned refrigerators, furniture, radios, and washing 
machines as the articles which they planned to buy. About a 
sixth of the people expected to pay $500 or more for goods of 
this kind. Almost two thirds of the buyers, however, intended 


‘to spend less than $300. Only one in every five car buyers 


wished to purchase a used car. As would be expected, used-car 
buyers planned to spend substantially 'ess than new-car buyers. 
Two fifths of the spending units planning to buy used cars 
intended to pay less than $500. 

The possibilities of price increases would seem to have had 
little dampening effect on potential consumer demand for du- 
rable goods at. the beginning of the year. Most of the prospective 
buyers expected prices to rise during the year. Only one in five 
of those intending to buy cars and other durables thought that 
1946 would be a good time to buy. Approximately the same 
expectations with regard to prices and time to buy were ex- 
pressed by nonbuyers. 


METHOD OF PAYMENT FOR CONSUMER DURABLES 


Consumer durable goods may be paid for either fully in cash 
or with part cash (including trade-in allowance) and the re- 
mainder through borrowing. Somewhat more than half the 
spending units who planned to buy cars and other durables 
expected to pay for them fully in cash, or, in the case of cars, 
with cash plus the trade-in value of their old car. A third of the 
prospective buyers planned to use the instalment plan where 
a cash down payment (or equivalent in trade-in value) would 
of course be necessary. For cars only, not more than 40 per cent 
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of prospective buyers in 1946 planned to finance their purchase 
through use of the instalment plan. Prior to the war, approxi- 
mately 60 per cent of all car purchases were financed through the 
use of instalment credit. 

Two out of three of prospective buyers who had some liquid 
assets preferred to buy durable goods out of income, directly 
or else indirectly by purchase on the instalment plan. Small 
holders of liquid assets, generally speaking, had a stronger prefer- 
ence for retaining their liquid assets than large holders, perhaps 
because of a need for having a backlog of assets to meet emer- 
gencies. Only a minority of all savings-bond holders indicated 
specific plans for using them to purchase durables. 

Prospective buyers with large liquid-asset holdings for their 
income very seldom expected to make use of instalment credit 
to purchase cars and other durable goods. As is indicated in 
Table 4, three fourths of the buyers with large amounts of liquid 


TABLE 3 


Characteristics of People Who Expected to Buy Cars and 
Other Consumer Durables in 1946 


(Percentage of buyers and nonbuyers respectively in each 
group) 


Grouping of spending units 





















By income classes: oe oo. 
MS mCT BROOO a ccscssicessscscosssensasosscedsssacsaveseee 10 25 
BOO BROOD ....scseccssssscsedoccceesssessecscesssesess 24 28 
BP DO0-B2 ODD vv .cccssnscccsecesssscsccoseonss 96 21 
$3,000-$4,999 oe esccsscseeseeeees 98 19 
$5 000-37 499 oo. .ecceseeessesseeeees 7 + 
$7,500 and over ...........c00000000 + 2 
INOUASCEPERINEM .u..c.s-cccccccncnessescovscssessasisere 1 1 

100 100 

By liquid-asset holdings: 

PINE sao o 2 eaSulicas sosssuadlastxoenissisectsssestinsssicaven 15 95 
PN ets ooo cass antasievevsbasionteavedsdeseséors 28 30 
Be Oe cduscedccuusssecseeansasisissseneseeaeGeanee 15 14 
BG eNO io vcasccicesnscessosvniescsccdssiesusseosos 24 19 
$3,000 and OVET ............cccccscscssssessesscsceseers 16 9 
Not ascertained 2 3 

100 100 

By age of head of unit: 

RP NISAN fh cones ie ivensccsceesensisessesecéeesscuezeee ‘. 93 18 
NP PM UMERES 6.5 occcssinciconcssckdeessasseesasssueisssenases 40 30 
RO MEANS 2b sack cecsicscecvorsiepassitebectssevasteresiaes 29 31 
NOVETIGO WOBIG 5. scsciseiecsscenssseiseconsensssccseseers 8 20 
PNGUASUCLEAMIED <a..5c0secescnscscsscscsnncvessesessess nods 1 
100 100 
By occupational status of head of unit: 
Professional and white collar ................ 99 17 
Businessmen, managers ..........:.0ceeceseeseee 14 10 
Skilled and unskilled workers ................ 44 38 
RATTAN ANPPEP BONS: <..-..520000ssceseedocecestioses 10 10 
Retired, unemployed, other .......... 10 Q4 
BUGLE ASCOTUAITIOG -<5.565cscescsossessseccsecevedonssncess ; see 1 
100 100 
By type of community: , 
Metropolitan areas ............cscssssssssseseees ‘ 26 29 
Other cities of more than 50,000 popu- 

SSS Te ei Ra ele serene, Rie eo 7 
Towns of 2,500 to 50,000 population a7 25 
RDO IT COONEY oo scedcosicsscsovstsedsessecevessnsoiseceve 29 29 

100 100 


* Those who said they vould buy and who said that they probably 
would buy 
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assets relative to their income intended to pay all cash. Thirteen 
per cent of this group expected to borrow or use the instalment 
plan while over 40 per cent of the small holders would resort 
to instalment financing. 


TABLE 4 


Method of Payment For Cars and Other Durables By Pro. 
spective Buyers With Liquid-Asset Holdings. 


Percentage of holders in 
each size group! 


Large Medium Small 

holders holders holders 

for their for their for their 

Method of payment income income income 
LN LY CETT| «Ren ee en Ae 75 51 41 
Instalment credit 0... 13 32 49 
Less than 40 per cent of cost... 1 3 Q 
40 to 59 per cent of cost .......... 5 6 3 
60 per cent or more of cost ........ 7 23 37 
Uncertain as to method ................ 12 17 17 
UIROBRES ¢ oocscnscets cc eves csccicereccs 100 100 100 


? Liquid-asset holders in all income classes are included in these size 
groups. Large holders are defined as those in the upper one fourth of 
asset holders by comparison with others at their income level. Small 
holders are the lowest one fourth of asset holders relative to their in- 
come level. 


There were a number of significant differences in the charac- 
teristics of prospective buyers of consumer durable goods plan- 
ning to pay in cash and those planning to use the instalment plan 
to finance a major part of the total expenditure. A third of the 
cash buyers held $2,000 or more in liquid assets as compared to 
less than a tenth of those planning to use instalment credit. 
Over three-quarters of the instalment buyers fell within the 
income levels of $1,060 and $4,000, which normally embrace the 
bulk of the instalment-credit market, and nearly a third were 
concentrated in the middle income class between these levels, 
i.e., between $2,000 and $3,000. Two thirds of the cash buyers 
were in the $1,000 to $4,000 income range, and about a fifth had 
incomes from $2,000 to $3,000. Skilled and unskilled workers 
accounted for 60 per cent of the purchasers using the instalment 
plan and only about 35 per cent of the cash purchasers. Con- 
firming the urban character of instalment credit use, prospective 
instalment credit buyers were more widespread in cities than in 
rural communities; farm operators buying consumer durables 
would pay all cash in most instances. These and other character- 
istics of cash and instalment plan buyers are shown in Table 5. 


POTENTIAL HOUSE BUYERS IN 1946 


About 7 per cent of all spending units other than farm opera- 
tors expected to build or buy houses during 1946. On the average. 
the heads of these units expected to pay about $5,000 for their 
houses. Were all these units able to purchase houses during 1946, 
the aggregate expenditure would amount to roughly 13 to 15 
billion dollars. While it is probable, on the basis of new houses 
that may be available, that less than a quarter of the desired 
purchases of new houses will be realized, it is also probable that 
the typical purchase price paid for new and old houses will 
substantially exceed $5,000. Aggregate expenditure therefore 
may run considerably higher than one quarter of the amount 
originally estimated as possible on the basis of consumer expecta- 
tions at the outset of this year. 

No more than a third of the house buyers indicated they 
would pay over $6,000. Another one third planned to spend less 
than $4,000, while a fifth planned to purchase houses in the 
$4,000 to $6,000 class. About 15 per cent of the prospective 
house buyers were not sure how much they would spend. 

In terms of liquid-asset holdings and income groups, the 
prospective buyers of houses had characteristics very similar to 
those of prospective buyers of consumer durable goods. About 
60 per cent of the people expecting to buy houses had incomes of 
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less than $3,000, and roughly 85 per cent held some liquid assets. 

As might be expected, the prospective buyers of houses seldom 
intended to make full payment in cash. About one sixth of 
potential house buyers said they would pay all cash. Three 
fourths indicated they would borrow all or part of the total 
purchase price. It is estimated that prospective buyers as a 
group expected to borrow about one half of the entire amount 
to be spent on housing. 

Whereas about one third of the potential buyers of cars and 
other durables who had some liquid assets expected to use them 
to make such purchases, nearly one half of the prospective house 
buyers who owned liquid assets expected to use them to buy 
houses. Large holders of liquid assets in particular planned to 
use them for personal housing. 


FARM DEMAND FOR MACHINERY AND BUILDINGS 


Farm operators in the survey were asked special questions to 
determine their plans for buying farm machinery or building 
or repairing farm buildings. A fifth of the farm operators had 
definite plans to buy farm machinery, and a similar proportion 
expected to repair or remodel farm buildings. Roughly one in 
ten planned to put up new farm buildings. Farmers expected to 
borrow only a very small proportion of the total cost of desired 
farm machinery or building repairs. Despite the substantial 
amounts of money farmers expected to spend for farm machinery 
and buildings, they planned to buy cars and other durable con- 
sumer goods as extensively as the nonfarm population. 


PROSPECTIVE TRANSFER OF LIQUID ASSETS TO 
NONLIQUID INVESTMENTS 


With 10 per cent of the spending units holding 60 per cent of 
the liquid assets, the decision of relatively few people to purchase 
nonliquid assets—real estate, securities other than Government 
bonds, or businesses—out of the proceeds of their liquid assets 
could involve large transfers of money and have substantial 
effects on the real estate and security markets. During the 
interviewing period for this survey—the first quarter of 1946— 
heads of spending units holding $1,000 or more in liquid assets 
were questioned on their attitudes towards various types of 
investments and their plans for transferring liquid assets -to 
other investment channels. 

Almost two thirds of these substantial holders of liquid assets 
expressed a preference for assets with fixed value (Government 
bonds and bank deposits). One sixth stated that they thought 
it was wiser to hold assets with changing value, particularly real 
estate. The remaining group did not express a clear preference 
as to type of asset that should be held. In general, people with 
highest incomes and the largest holdings of liquid assets 
showed the greater preference for assets of changing value. 
About a quarter of the spending units holding assets of 
$5,000 or more preferred assets of variable value as compared 
to a seventh of those units holding less than $5,000. Among 
spending units with incomes of $7,500 or more about one 
third preferred assets of changing value as against one sixth 
of those with less income. 

According to intentions expressed during January-March, 
1946, a relatively small number of the people holding liquid 
assets of over $1,000, motivated according to their own declara- 
tions by the higher returns on alternative investments, planned 
to transfer some of their Government bonds or bank deposits to 
securities, real estate, or business during 1946. The survey indi- 
cated that 6 per cent of these holders definitely projected a 
shift from assets of fixed value to assets of changing value and 
7 per cent had considered such action but made no definite 
decision. Most of those planning to shift assets mentioned sums 
between $2,000 and $5,000. Using a rough figure of $3,000 as 
the average amount that may be transferred, it is estimated that 
about 3 billion dollars of Government bonds and bank deposits 
would be invested in assets of changing value by those holders 
with definite plans for shifting. If all heads of units considering 
such transfers but with no definite plans shifted similar average 
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Table 5 


Characteristics of cash buyers and installment-plan buyers 
of consumer durable goods’. 


(Percentage of cash and installment buyers respectively in 
each group). 
Will borrow 


60 per cent 
or more 


Group of spending units 


By income classes: Will pay (installment 
all cash plan) 
Utd: Oi O00 eka isii ac Bice Rime 10 
OG BR aa cesciaks cexczsccascdsatinerciceses 23 Q7 
Pe ONE I os sscaddassesiasvovs cncddcauassccnocddeeauce 992 ; 34 
BE DOUGH NO ooo osaivicesckicccaceucecdscenestoncesens 19 17 
Sr ATONE A RRO So cos Ao cea tga dadsdodadeaaiwanereaines 10 vi 
Bir OE IS csc as aia iatecancstsstacacsadessatizcaad 9 5 
BETO OF OCC acess sdcscicaccs eacedecsesastancccee ; 6 1 
INGE i ASCCRURINCE 5 cece ccscecderctse teecctcerd 4 1 1 
100 100 
By liquid-asset holdings: 
ING GIN Gitar dictae dey ectacas vos tas cceezeaes Solcabays deci udlesces 11 25 
Go Sai ico vssscwanieassecctaativ edi ccsninrenvtstinssvid 21 40 
WA oa svc cuctae dasncacdi eds tevicendvastecsauarsece 15 16 
DE OE GO ss vsiccccicssasesserscccecninccecerceete 19 11 
De GOD ea ccassisciccscessiecsssbcsiiieiteoeneere 21 + 
Fer CO CE anes sss eaae i acecetes a ccntantnce ~ 3% 2 
Nat aseentained i cccccdanuseicetnaeks 1 Q 
100 100 
By age of head of unit: 
QU Es VORNS casaierssesicccsscdecsissctadzscccenityswiacs 20 29 
SOP AG VORB i ececassssciciascsentsavicacereresnaestaccié 39 44 
SIGH GON cae sts evsscarvdebeseastaaderecaitedsacaeie 31 23 
CIV CE COR VCHN GN ccisacssscaiisxtmercseiertenenilaet F 10 4 
100 100 
By occupational status of head of unit: 
Professional and white collar ................ Q4 16 
Self-employed, managerial ...............:06 17 9 
Skilled and semi-skilled ..............cccceee 23 36 
Unstetledd WO G8 x...0issssccocstcsacssesesscsecere 13 24 
PR ASIe OMEN LON oa caccgsciceccsce caccascrvsessceoassdes 14 4 
Retired, Rouse wives: ..c.icsccsscssssccsccossceosee 6 2 
IEFFRGRTN PORVOO <5- casa scesadenccercscsacsecaczacadcerters 3 8 
INGE aseentaitiedh coi cisssiciccaccsscctcsccsesseneeace 1 
100 100 
By type of community: 
Mietropolitan: afGas .<...<<.c<ccccsscosasecscesssece 24 Q7 
Other cities of more than 50,000 
PO PSEAUIGID scsi csva coc cosriaassacaslantducca<yssesease 15 25 
Towns of 2,500 to 50,000 population .... 29 23 
Towns of less than 2,500 population .... 13 16 
Tp CODING coccc esc scasacecacsotsoscacrso.ais1 a8ea 19 9 
100 100 


? This table includes: spending units who said they definitely would 
buy cars or other durable goods or probably would do so, and who said 
they would either pay all cash for their purchases or would buy on the 
installment plan (borrow 60 per cent or more of the cost) . 


amounts, the aggregate total could reach 6 billion. Obviously 
such a sum, in addition to the flow of new savings for investment 
in securities and real estate other than personal housing, could 
exert a significant inflationary pressure in these markets and 
could have important secondary inflationary effects in other 
markets. Many factors, of course, would influence the possible 
inflationary effects. 

It is to be emphasized that these results and interpretations 
are derived from interviews made in the first quarter of the 
year. Conditions affecting investment decisions of liquid- 
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asset holders have changed considerably since, and invest- 
ment developments of the year may be expected to reflect 
these changes. 


WARTIME CHANGES IN DISTRIBUTION OF INCOME 
AND SAVING 


In assessing this report on consumer expectations and plans 
for spending and saving, it is important to keep in mind that 
the current pattern of income distribution is significantly differ- 
ent from that before the war. Over the war period, there was a 
general shifting of spending units from lower to higher-income 
groups, and a large decrease in the proportion of total saving 
accounted for by the highest-income recipients. These broad 
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Note.—For sources of data, see Table 6. 


generalizations concerning trends in income and saving patterns 
are shown by comparing the findings of the 1945 liquid-assets 
survey with roughly comparable data for prewar years. 

The shift of spending units from lower to higher-income 
groups is clearly illustrated by the accompanying chart. Spend- 
ing units were much more widely distributed among income 
classes in 1945 than in 1941 or 1935-36. Whereas about one half 
of all spending units received incomes under $1,000 in 1935-36, 
the proportion of spending units in this income class declined to 
one third in 1941 and to one fifth in 1945. The general move- 
ment to higher income classes is evidenced by the fact that, 


despite the shift of people from the lowest-income class, the 
proportion ef spending units in the-wext higher income class— 
$1,000-$1,999—was almost the same in each of these three 
periods. The income classes receiving $2,000 and over haye 
shown the greatest increases in numbers of spending units. Ip 
1945 over half the spending units had annual incomes of $2,009 
or more as compared to one third in 1941 and one sixth in 1935-96. 
A sizable part of the increase in the number of spending units 
receiving over $2,000 has occurred in the broad income class of 
$3,000-$4,999. Over 20 per cent of the spending units were in this 
class in 1945, about 10 per cent in 1941, and only 5 per cent in 
1935-36. 

As a result of this shift of spending units to higher-income 
classes, significant changes have occurred in the proportion of 
total income received by each income class, as is indicated by 
Table 6. The spending units in the income classes receiving under 
$2,000, which had been substantially reduced in number, ac. 
counted for a fifth of the total income received by individuals 
in 1945. This may be compared with a third in 1941 and a half 
in 1935-36. The proportion of income received by the top 15 
per cent of income recipients declined from about one half in 
both 1935-36 and 1941 to a third in 1945. 

In interpreting these shifts between income classes, it should 
be realized that income refers to money income received and 
does not take into account price and tax changes that have 
occurred during the war years. The consumer’s price index of the 
Bureau of Labor Statistics shows prices in 1941 to be about 7 
per cent higher than prices prevailing in 1935-36, and prices in 
1945 to be roughly 30 per cent higher. Because of these sub- 
stantial price rises, a spending unit which has shifted from the 
under-$1,000 income group to the $1,000 to $2,000 income group 
may not have materially improved its buying power or financial 
position. Furthermore, taxes increased substantially during the 
war. This increased tax burden undoubtedly affected the spend- 
ing habits of some lower-income groups and to an even greater 
extent affected total saving, particularly of the highest income 
brackets. 

In the case of saving, the comparative data indicates that there 
has been a marked decline since before the war in the degree 
of concentration among the top-income recipients. Whereas the 
top 15 per cent of income recipients accounted for over 100 per 
cent of net saving in 1935-36 (thereby offsetting substantial 
dissaving on the part of some other income recipients), and 
about 85 per cent of net saving in 1941, the proportion of total 
net saving accounted for by the corresponding group in 1945 
dropped to about 50 per cent. As was shown in the second article 
reporting the findings of the liquid-assets survey, however, 
there were still a large number of spending units that did not 
save or that actually dissaved in 1945; they made up one third 
of all spending units in that year. Within income classes, the 
largest proportion of nonsavers and dissavers (one half) was 
in the income class under $1,000, and the smallest (one 
twentieth) in the group receiving $5,000 and over. 

No comparable data are available on prewar holdings of 
liquid assets. It was found that in 1945 the 15 per cent of the 


Table 6 


Distribution of spending units, income, and net saving, by income classes, in 1935-36, 1941, and 1945’ 


(Percentage of total) 


1935-36 


Annual income Spending Net 


units Income _ saving 
Brier BB OO | xissdscccsccssecsnssnseseosseses 53 20 -28 
BU OO B EOD aicossccccccciascescckceseossoes 31 ss 15 
PEO BODO cvvcscsicsccecscssicecsccstcves 10 17 22 
BSDOO-BSjDD9 oo cccscccseccccesscccesssontses 4 11 20 
BS OO ARG IOVER ....62....-ccccscesceasseses 2 19 71 
ALL EYES a0 ee 100 100 100 


1941 1945 
Spending Net Spending Vet 
units Income _ saving units Income _ saving 
35 9 -6 20 t -] 
30 21 9 St 16 11 
20 24 11 23 23 14 
10 18 18 22 33 36 
5 28 68 8 24 40 
100 100. 100 ~——:100 100 100 


* Figures for 1935-36 and 1941 are from Spending and Saving of the Nation’s Families in Wartime, Bureau of Labor Statistics Bulletin No. 723, 


68 


October, 1942. Table 1 of this [article] gives the distribution of income by income classes, and Tables 2 and 4 were used to estimate total net 
saving by income classes. 
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spending units that were the top-income recipients held about 
nalf of all liquid assets. Since liquid assets represent accumula- 
tions of net saving, it is likely that these liquid-asset holdings 
in 1945 were less concentrated in top income brackets than in 
prewar years, as was found in the case of saving. 

The 1935-36 data were originally developed in the Study of 
Consumer Purchases, 1935-36, made by the National Resources 
Committee. The material for 1941 represents a combination of 
the results of two surveys—one a survey of spending units 
in urban areas made by the Bureau of Labor Statistics, the 
other a survey of spending units in rural areas made by 
the Bureau of Home Economics, United States Department 
of Agriculture. For 1945, the data are taken from the na- 
tional liquid-assets survey. 

Readers are cautioned that the findings of these three surveys 
are not strictly comparable. The various surveys differ somewhat 
in the definition of spending units, in the coverage of spending 
units, and in the methods used in collecting the data. The figures 
in this table, therefore, cannot be used to measure precise changes 
in income and saving by income classes. However, it is believed 
that the data accurately show the nature of certain broad 
changes which occurred in the pattern of income and saving dur- 
ing the war years. 

In the table, income refers in all cases to money income before 
taxes and excludes income in kind. For the most part, each sur- 
vey measured net saving as the net change in assets and liabil- 
ities for the spending unit. Total net saving represented the 
difference between the total of positive saving and the total of 
negative saving. Positive saving included the increase in liquid 
assets plus amounts invested in housing, insurance, securities, 
and business, plus the net reduction in debt. Negative saving in- 
cluded amounts realized from the sale of assets and the amount 
of increase in debt. The 1945 survey did not include under 
changes in debt the amounts of increase or decrease in install- 
ment-sale or charge-account debt. However, the net change in 
these two types of debt was small in 1945, amounting to an in- 
crease of 250 million dollars. ; 

The 1935-36 income data have been adjusted by use of income 
tax returns for underrepresentation of the higher income brackets 
inthe sample. The 1941 figures were partly adjusted for this fac- 
tor, but the blown-up sample totals of income and saving do not 
show as close agreement with recognized income and saving 
aggregates for the country as do the 1935-36 data. No adjust- 
ments were made in the 1945 data; in the liquid-asset survey, 
the spending units in the higher income brackets were purposely 
oversampled during the interview period in an attempt to secure 
more representative data for this group. The relation of the 1945 
income and saving figures to over-all aggregates is discussed in 
the first article. 


SUMMARY OF MAJOR FINDINGS OF THE SURVEY 


1. Over three fourths of all spending units held some liquid 
assets in the form of bank deposits or United States Govern- 
ment securities in the first quarter of 1946. Almost two thirds 
of the people held savings bonds, two fifths held savings ac- 
counts, and one third checking accounts. Although the bulk of 
liquid assets was concentrated in a relatively small portion of all 
the spending units, a substantial portion of the people with 
moderate incomes held coz;;i ‘erable amounts of liquid assets, 
while some with rather large incomes held relatively small 
amounts of accumulated savings in liquid form. 

2. About 70 per cent of all spending units managed to put 
aside some savings during 1945. As with liquid assets, these sav- 
ings were largely concentrated in a relatively small proportion of 
all the spending units. The 10 per cent of the spending units that 
saved the largest amounts in 1945 accounted for 60 per cent of 
all net saving in that year. When spending units are distributed 
by amounts of income received in 1945, units with incomes of 
$5,000 or more a year accounted for 40 per cent of the saving 
and made up 8 per cent of all spending units. About half of the 
saving was contributed by spending units with incomes of $1,000 
to $4,000 a year and this group included 65 per cent of all 
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spending units. These figures demonstrate that the relatively 
small savings of many consumers in the lower and middle-income 
groups cumulate to a significant proportion of national savings 
in a country like the United States. 

3. In addition to income, there are other factors which are 
responsible for the volume of current saving, and to an even 
greater extent for the volume of accumulated savings. People 
who have had more education, who live in rural communi- 
ties, who are self-employed or have professional occupations, 
or who have regular saving programs tend to save more 
and to hold more liquid assets than do other people with 
similar income. 

4. According to people’s expectations for 1946, their income 
would not differ greatly from 1945. A substantial majority of 
the spending units expected prices to rise during 1946. They 
expected that expenditures would be much larger than in 1945— 
partly because of higher prices and partly because additional 
amounts would be spent for durable goods. As a result, amounts 
saved during 1946 would be substantially lower than in 1945. 

5. A measure of the demand for consumer durable goods in 
1946 is roughly provided by the survey results. About 3.6 
million spending units definitely planned to buy new and used 
cars in 1946; by adding those units who would probably buy 
cars, a total of 5 million prospective car buyers is obtained. 
Prospective buyers of other consumer durables such as refrigera- 
tors, furniture, radios, and washing machines numbered 12.6 
million, with 9.9 million definitely planning to buy. Prospective 
house buyers numbered 3.1 million, of whom 2.6 million defi- 
nitely planned to buy. Were all prospective buyers able to make 
their purchases during 1946 at the prices they indicated, about 
5.5 billion dollars would be spent for cars, +.0 billion for other 
consumer durables, and 15.5 billion for housing, a grand total 
of 25.0 billion. Obviously, this tremendous backlog demand for 
durable goods will not be filled during 1946. The estimates of 
dollar “totals” used in this and subsequent paragraphs are in 
the nature of best guesses and therefore are subject to a consider- 
able margin of error. They are based not only on the survey 
results but also on certain assumptions as to the availability of 
new consumer durable goods and housing. 

6. Assuming that people should be able to buy from new 
production in 1946 two thirds of the consumer durable goods 
(including cars) and one fourth of the houses they said they 
would or would probably buy, then between 4.8 and 6.3 billion 
dollars would be spent for consumer durable goods and between 
3.2 and 3.9 billion for new housing. Thus the grand total of 
these expenditures might amount to roughly 8.0 to 10.2 billion 
dollars. 

7. It is estimated that 4.5 to 5.7 billion dollars of total ex- 
penditures for consumer durables and new housing would be 
paid for in cash, of which 2.0 to 3.0 billion would be supplied 
from liquid assets. The remaining 3.5 to 4.5 billion would be 
obtained by paying on the installment plan in the case of con- 
sumer durables and by mortgage financing in the case of 
houses. These estimates reflect the intentions expressed by the 
heads of spending units with respect to payment. For con- 
sumer durables, they planned that about one third of the total 
cost would be financed by borrowing and the remainder would 
be paid in cash, with one quarter of the total cost representing 
use of liquid assets. According to expressed intentions, about 
three fifths of the total cost of houses bought would be financed 
by borrowing and the remainder would be on cash payment. 
Liquid assets would be used to meet one quarter of the total 
cost or over half of the cash payment. 

8. To the amount of liquid assets that may be spent on new 
durables and housing—2 to $ billion dollars—must be added the 
dissaving that may be incurred to meet other consumption 
expenditures. These funds would be used for such consumption 
expenditures as living expenses, medical care, and vacations. 
Such dissavings might amount to 4 or 5 billion dollars. There- 
fore, the total use of liquid assets for consumption in 1946 might 
run as high as 6 to 8 billion dollars. 

9. Roughly 3 billion dollars would be transferred during 1946 
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from liquid assets (Government bonds and bank accounts) to 
real estate, other types of securities, or businesses, by those 
liquid-asset holders with definite plans at the first of the year 
to make transfers. If all heads of spending units that were 
undecided about transferring some of their liquid assets made 
similar shifts, the aggregate total transferred might reach 6 
billion dollars. 

10. It would appear that as much as 10 to 15 billion dollars of 
individual liquid-asset holdings might be used for various pur- 
poses during 1946. According to intentions expressed at the be- 
ginning of this year, consumers might use roughly 2 to 3 billioa 
dollars of liquid assets to buy consumer durable goods and new 
housing, and possibly 3 to 6 billion in shifting assets to the mar- 
kets which include real estate, other securities than Government. 
and unincorporated buinesses. In addition, perhaps 4 to 5 billion 
dollars of liquid assets in the form of dissavings—expenditure in 
excess of income—might be used for consumption purposes other 
than the purchase of durable goods and housing. 

11. The pattern of the distribution of income and saving 
changed significantly during the war years. There was a general 
shifting of spending units from lower to higher-income classes, 
and a large decrease in the proportion of total saving accounted 
for by the individuals with highest incomes. This is revealed by 
comparison of the survey results with income and saving data for 
the years 1935-36 and 1941. 





GENERAL CONCLUSIONS 


1. Current buying will be paid for primarily out of current 
income. Relatively small amounts of liquid assets are held by 
most individuals and, according to intentions expressed at the 
beginning of 1946, these people do not intend to use their Gov- 
ernment bonds or bank deposits for consumption expenditures. 
However, the use of liquid assets by consumers who plan to use 
them to purchase durable goods or housing, together with the 
use of liquid assets by consumers to meet other consumption 
outlays, could amount to a sizable fund relative to the available 
supplies of such goods. 

2. The use of instalment credit, an indirect way of buying 
from current income, will be substantial during the year. Bor- 
rowings to finance the purchase of consumer durable goods and 
houses will greatly exceed the amounts of liquid assets people 
plan to use for these purchases. 

3. Strong inflationary pressures will continue in the con- 
sumer-goods markets. The present demand for consumer goods, 
largely made possible by current income plus the additional 
purchasing power created by the availability of borrowing and 
by spending of liquid assets, will continue to exceed produc- 
tion, particularly in those industries not yet able to operate 
at top capacity. 

4. The demand for consumer durable goods, in addition to the 
increase in prices of cost-of-living articles, will result in savings 
far below 1945 levels and in a large reduction in the rate of 
liquid-asset accumulation. A greatly increased proportion of 
consumer income is currently being allocated to consumer ex- 
penditures at the expense of saving. 

5. Transfers of liquid assets to other forms of investment 
could exert considerable inflationary pressure in the real estate 
market and the markets for securities other than Government, 
and have important secondary effects in other markets. 

6. The sum of 10 to 15 billion dollars, the estimated volume 
of liquid assets that might be used for various purposes in 1946, 
is a significant inflationary magnitude. Some allowance must 
be made, however, for the noninflationary character of consumer 
savings that will be invested during 1946 in liquid assets. Even 
when allowance is made for the offsetting effects of such savings, 
it would appear that the likely use of individual liquid-asset 
holdings during the year constitutes a serious current inflationary 
pressure. And in assessing its full inflationary force, account must 
be taken of additions to consumer purchasing power through 
the mechanism of borrowing. 

7. The liquid assets held by the majority of people cannot 
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be considered to constitute a reserve fund large enough for 
carrying on regular expenditures in the event of drastic changes 
in income. Total asset holdings of three fourths of the people 
amounted to less than one fifth of their annual income. 


NOTE ON RELIABILITY OF THE FINDINGS 


Some readers who are not familiar with scientific sampling 
procedures may wonder how a nation-wide survey based upon 
less than 3,000 interviews can be adequate for reaching reliable 
conclusions as to the nature of liquid-asset holdings, spending, 
and saving of the nation’s consumers. 

The size of a sample is, of course, only one of several con- 
siderations that influence the accuracy of results. Millions of 
cases did not prevent the Literary Digest from having 
serious bias in its poll. Accurate results require the elimina. 
tion of bias and this can be achieved by using area sampling 
(in contrast to quota sampling) , stratification of the universe, 
overinterviewing of units the variations of which may affect 
the results greatly, and several other refinements of scientific 
sampling methods. 

The division of program surveys of the United States Depart. 
ment of Agriculture has pioneered in developing sampling 
methods during the past few years. With national samples similar 
in size to that used for the liquid-asset survey, data have been 
collected on people’s holdings, purchases, and redemptions 
of savings bonds. The findings of these studies concerning the 
total holdings of bonds were in accord with Treasury data and 
the findings on the concentration of bonds were in accord with 
the findings of the liquid-asset survey. Furthermore, a pilot 
study on liquid assets done a year ago and conducted in two 
localities showed a similar degree of concentration of liquid 
assets to that found by the national survey. 

Every sample is subject to sampling error, and the size of the 
error is reduced if the size of the sample is increased (although 
not proportionally). Within a given sample, the sampling error 
is larger for some items of information than for others. The 
sampling error is smallest for data in which the range of answers 
is limited (e.g., with respect to the proportion of people who 
plan to draw on their liquid assets next year). The sampling 
error is larger for figures which show certain quantitative char- 
acteristics of the population or the percentage distribution of 
quantitative data (e.g., the percentage of people having in- 
comes or liquid-asset holdings of a certain size) , and is greatest 
of all when averages and total dollar amounts are derived from 
the sample (e. g., the total holdings of liquid assets for com- 
parison with data obtained from other sources) . 

Reliable estimates of the error of the survey findings on con- 
centration of personal holdings of liquid assets can be made 
through a series of time-consuming computations. The following 
rough estimates may, however, suffice to show the order of mag- 
nitude of the error. 

The statement that 50 per cent of the spending units—the 50 
per cent who hold the least assets—jointly own 3 per cent of the 
aggregate liquid assets is subject to an error of approximately 
0.6 percentage points. That is, there is a very high probability 
that the true value lies between 2.4 per cent and 3.6 per cent. 
Concerning the finding that the top 20 per cent of the units 
jointly own an amount of liquid assets (in dollars) which 
represents 77 per cent of all liquid assets, the margin of error 
may be estimated at 8 percentage points. In other words, it is 
very likely that the true value of the relation lies between 69 

per cent and 85 per cent, with 77 per cent being the most 
probable value. 

In summary, it must be emphasized that sample surveys do 
not yield exact values which are absolutely correct. If properly 
conducted, they do yield reliable information on the true order 
of magnitude of the values. It is possible that the concentration 
of personal liquid-asset holdings is somewhat greater, or some- 
what smaller, than is indicated by the published figures, but the 
range of error is so small as to require no change in the practical 
conclusions drawn from the survey. 
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. BUT— Youth is facile, pliant and plastic. Youth 


isa sponge, hungry to soak up ideas and infor- 
mation. Youth is capacity that seeks fulfillment. 
And this the ideologists—the snide, subversive 
action boys—know full well. They seek to teach 
youth to sneer at our Bill of Rights, mock our 
Constitution, and relinquish the freedom of 
enterprise that has made this country the envy 
of all others. Your enemies and ours know that 
today’s American youth will do the deciding as 
to whether America stays American or goes into 
complete slavery to some foreign ideology. 
American industry! Who is telling your story 
to youth? Who is telling youth that freedom of 
enterprise is our one and only secret of common 


» wealth creation—the secret that has made the 


American living standard the one that every 
other nation envies? Who is telling American 
youth that freedom of mind is the father of 
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Write for further information to Youth Group, 
1 East 42nd St., New York 17:9 West Washing- & 
ton St., Chicago 2; 136 Federal St., Boston 10. 





‘Ts A Natural Rebel... 
Let’s Be Glad of That 


freedom of action, and the base of freedom of 
enterprise? Who is telling youth that upon these 
freedoms rest all other freedoms—bar none? 

Here are almost 2,000,000 Leadership Youth 
wanting to hear from you, ready to be rebels 
against all regimentation, state ownership, 
dictatorship and totalitarian ideas. But want- 
ing to be social-minded, tolerant, enterprising, 
and free. You have no more important audience 
anywhere than this. You have no more recep- 
tive audience. You have no audience who will 
have more to say when the final say is said. 
You have no greater corporate responsibility 
than to tell your story to youth. 

You can reach this Leadership Youth by 
telling your story to them in the advertising 
pages of their very own magazines—the Youth 
Group. The rate is only $6,511.50 a page. The 
guaranteed ABC circulation is 1,850,000. 
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President’s Distaste for ‘Big 3’ Talks . . . Accord Soon 
With Argentina? . . . Republican Plan to Seek Tax Cuts 


Russia’s Josef Stalin is testing out 
U.S. intentions in Europe and the 
Middle East by precipitating “inci- 
dents” and applying pressures to dis- 
cover if this country will react force- 
fully if pushed hard enough. 


x * 


President Truman is not yet interested 
in attending another meeting with 
Russia’s Josef Stalin and Britain’s 
Clement Attlee, although a Big Three 
meeting is being urged upon him. The 
President is reported to feel that these 
meetings are just “gimme sessions” 
in which others ask for something 
from U.S. 


x * &* 


Yugoslavian pilots, who take pot 
shots at American transport planes 
that stray into the Yugoslavian air 
by mistake, are operating under or- 
ders to harass Americans. 


xk * 


President Truman, in recent policy 
conferences with top military advis- 
ers, has insisted that U.S. stand firm 
on its rights and commitments, regard- 
less of the consequences. There is no 
present intent to back up under pres- 
sure in Europe, the Middle East or 
the Far East. 


Kk 


James Byrnes, Secretary of State, 
along with other U.S. top-ranking 
diplomatic officials, is coming to de- 
spair of success in the search for a 
common ground for co-operation with 
Russia. 


xk k * 


Sweden is busy now making military 
weapons for satellites of Russia, al- 
though the Swedish Government is 
being importuned by other govern- 
ments not to engage in the arms traf- 
fic at this time. 


x ok ok 


George Messersmith, United States 
Ambassador to Argentina, is ap- 
proaching an agreement with Argen- 
tina’s President Juan Peron on many 
of the issues that now divide the two 
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governments. A working arrangement 
that will end strained relations is 
within sight. 


xk kK o* 


Philip Murray, head of the CIO, is 
increasingly uncomfortable in his re- 
lations with the Communist groups in 
CIO, now that relations with Rus- 
sia are growing more strained. Mr. 
Murray is about ready to force a 
showing of hands among national and 
local union leaders to determine 
whether the Communist Party line is 
to be put ahead of the more purely 
union line on strike policy and other 
policy issues. 


x k * 


Henry Wallace, Commerce Secretary, 
is almost alone among members of 
the President’s Cabinet in his view 
that Russia’s friendship and co-op- 
eration can be purchased by new 
United States concessions to the Rus- 
sian leaders. 


w ok & 


The British are balking at a regular 
exchange of intelligence information 
with the United States because of 
the great difficulty U.S. spy agencies 
have in keeping a secret. Britain al- 
most takes it for granted that any se- 
cret document turned over to United 
States officials will find its way into 
print. 


x & ®& 


It took a secret British document to 
reveal that 280,000 displaced persons 
in Europe had been admitted to 
the United States for residence. In- 
formation on movement of people 
to the United States has been un- 
der rather tight censorship in: this 
country. 


® *% & 


James Forrestal, Navy Secretary, fa- 
vors action by President Truman to 
merge many of the top policy-making 
and procurement functions of the 
Army and Navy. Mr. Truman is be- 
ing importuned to carry out this par- 
tial merger by executive order, which 
he has power to do. 





Robert Patterson, Secretary of Wa 
continues to hold out against a me 
ger of Army and Navy overlappin 
functions, except on a basis that y 

give the Army dominance in an 
command setup. Congress has balke 
at this type of merger in the past, 


Kk *& * 


Labor leaders gradually are becom 
ing aware that, under the new Prig 
Control Act, the more they promot 
strikes and the higher wages are forceg 
the higher prices will rise. OPA 

longer can hold down prices whe 
output costs go up, which means thé 
labor leaders have lost their big lever, 


x *k * 


G.O.P. tax leaders are ready to tal 
Mr. Truman up on any challenge hé 
might make to show where tax cuff! 
could be justified in the light of budget 

prospects. Republicans are inclined to | 
look at the Government’s budget of 
cash income and cash outgo, which 
will show a balance, rather than to ifs 
bookkeeping budget, which is not to be 
balanced, when thinking of tax policy. 
A modest tax cut on 1947 personal 
incomes is becoming more probable. 















x *k * 


Eugene Meyer, World Bank head, 
and Camille Gutt, head of the In- 
ternational Monetary Fund, are find- 
ing that the rather high salaries of- 
fered by these international agenci 
do not attract the personnel needed td 
get the new machinery going. Only a 
fraction of the needed staff is recruited. 


x k * 


Foreign nations are inclined to insist] 
on jobs for some of their citizens in the 
new international organizations, but 
often are not able to supply qualified N 
persons for the jobs that are open. 


xk * 


Tom Clark, Attorney General, is §0- 
ing to let nature take its course in en- 
forcement of the new Lobby Regis- 
tration law. The meaning of this new 
law, in its refined details, is expected 
to develop in practice rather than ui 
a detailed set of instruction. 
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